Government 


Publications 


lon 


Saas || ilim 


imited 


Br / OS: 


ol 


CA/ 


SS 


ani.4£44444 Lak gipikhy] 


Sores 
sss eee 


AX 


is 
ao 
—— 


) 
%, 
Wy 


Se eed STS Se : 


Corporate Concentrat 


Le 
INK 
NSE 
: NL ARN 


Dos 


/- 


aT ; 


ht ARR 


Aan’ 


mY 
(| 


} 
> 4 
(iN 


EA EE ey 

YL 
dit 
By 


X A 


ISSION ON 


ges) 
Hy 


4s 
FT 
ZL1G6. 
2 


mid batt 


rey 


Royal Comm 


OVELZ6LL LOZL € 


TT 


Canadian Pacific Investments L 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/61119713402 


Royal Commission on Corporate Concentration 


study No. 5 


Canadian Pacific Investments Limited 


A Corporate Background Report 


by 


Terrance K. Salman 


Nesbitt, Thomson & Co. Ltd. 


January 1976 


© Minister of Supply and Services Canada 1977 
Available by mail from 
Printing and Publishing 
Supply and Services Canada 
Ottawa, Canada K1A 0S9 
or through your bookseller. 
Catalogue Number: Z1-1975/1-41-5 Price, Canada: $2.50 
ISBN: 0-660-00454-2 Other Countries: $3.00 


Price subject to change without notice 
Phase Printing Limited 
Mississauga, Ontario. 


DOR et Oe 


In April 1975, the Royal Commission on Corporate Concentration 
waS appointed to "inquire into, report upon, and make recom- 
mendations concerning: 


(a) the nature and role of major concentrations of 
corporate power in Canada; 


(b) the economic and social implications for the public 
interest of such concentrations; and 


(c) whether safeguards exist or may be required to protect 
the public interest in the presence of such concentrations". 


To gather informed opinion, the Commission invited briefs 
from interested persons and organizations and held hearings 
across Canada beginning in November 1975. In addition, the 
Commission organized a number of research projects relevant to 
its inquiry. One such project resulted in a series of studies, 
of which this is one, dealing with the growth of large and 
diversified corporations in Canada. The series was coordinated 
by Charles B. Loewen of Loewen, Ondaatje, McCutcheon & Co., Ltd., 
an investment firm in Toronto. 


This report on Canadian Pacific Investments Limited was 
prepared by Terrance K. Salman who, after several years of 
experience in portfolio management, joined Nesbitt Thomson 
and Company Limited in 1973, and now follows Canadian Pacific 
Investments Limited as a member of the research department of 
that company. 


The Commission is publishing this and other background 
studies in the public interest. However, the analyses presented 
and conclusions reached in each study are those of the author, 
and do not necessarily reflect the views of the Commission or 
Lesestatt . 
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SUMMARY AND INTRODUCTION 


In our examination of Canadian Pacific Investments Limited 
(CPL), we consider the issues relevant to corporate concentra- 
tion as they relate to the consumer, the general economy, or the 
company's shareholders. 


We have divided the study into two parts. In the first we 
trace the development of CPI, its relationship to Canadian 
Pacific Limited (CP Limited), and its financial performance. 

In the second we examine the major subsidiaries of CPI, their 
history, method of acquisition, operations, and success as 
corporations. 


Within the study of each subsidiary, one of the major topics 
is the question of market share. With the exception of Cominco 
and Pacific Logging, we have focussed on Canadian industry market 
share by product classification or sales. Our preference is for 
the Canadian market since the subsidiaries' share of the world or 
U.S. market is minuscule in most cases. In Cominco's case, 
however, we have considered the company's world market share, and 
in Pacific Logging we have focussed on a regional market, the 
British Columbia coast. We have found that none of the CPI 
subsidiaries have enough market share to dominate (most have less 
than 10% of the Canadian market) with the possible excention of 
Cominco, but since that company essentially operates in the world 
commodity market it can safely be said that no CPI component has 
sufficient market share to engage in monopolistic practices. 


Secondly, we have attempted to ascertain a general overview 
of pricing practices to see if CPI or any of its subsidiaries 
could set prices for their commodities and services contrary to 
the market in order to enhance profitability. Although time 
constraints did not allow examination of individual pricing 
practices for specific products or commodities, we felt we could 
arrive at meaningful conclusions without such an examination. 
Since CPI's subsidiaries are essentially resource-oriented with 
limited market share (in most cases), price leadership and/or 
predatory pricing did not appear to be factors. If they had 
been factors then particular companies would have been found more 
profitable than the industry, and this was rarely the case. The 
most compelling argument, however, is that the majority of the 
prices that the subsidiaries receive for products and commodities 
are set in the international market, which is based on world 
supply/demand conditions which no one firm dominates, least of 
all the CPI companies, which are generally small relative to 
multinationals. This we found to be true in the case of coal, 
Silver, lead, zinc, gold, and potash. In the case of oil and 
gas, prices are now set by governments. 


Thirdly, we have studied the general profitability of each 
of the CPI components and have compared it where feasible to the 
profitability of the relevant industry. In most cases, it is 
evident that the fortunes of each of the cyclical industries in 
which CPI operates have been determined by macro- and micro-economic 
factors over which the company has little control. “For example, 
we have found a strong correlation between commodity prices and 
the earnings of the companies concerned. Another example illu- 
strates a consistent relationshipyberween Uls. housing starts 
and the’ profitability of Pacitic Loagind. Moreover, we find the 
profitability of most companies observed to be in line with 
industry averages. In addition, examination of the consolidated 
returns of CPI has revealed that the company's return on invest- 
ment has been somewhat less than most industry groups. 


Finally, we have evaluated the stock market performance of 
each subsidiary and pertinent data such as dividends. This 
examination has illustrated that, in general, the investor wica 
has held their securities over an extended period of time has 
not’ been particularly successfully 


In conclusion, we find that CPI and its subsidiaries enjoy no 
special monopolistic powers that would allow them to set prices, 
dominate the market, restrict output to raise prices, impose 
barriers’ to entry a Orepract ice price leadership. On the other 
hand, the company's program of developing its asset base has 
improved Canada's ability to compete in world markets and has 
enhanced Canadian export prospects by assisting or financing new 
projects or capacity. In addition, this purely Canadian company 
has become multinational and therefore competes on a wordwide 
basis for markets, projects andScapital. 


PART UL 


AN OVERVIEW 


Canadian Pacific Investments Limited has enjoyed remarkable 
growth in terms of assets and income. Unlike most conglomerates, 
CPI has expanded largely through the development of the parent 
company's holdings in natural resources, real estate, land, 
hetels, and minority positions in select Canadian equities. 
Although the company has acquired some developed holdings, such 
as Cominco, the major part of the asset base was undeveloped at 
the time of takeover and required sizeable capital expenditures 
to bring it into the revenue stream. Concurrently, CPI expanded 
through acquisitions into those areas that would augment its 
existing holdings by type of asset and geographical distribution. 
By design, however, CPI has remained totally a Canadian company 
with international capabilities. Financially, the company has 
succeeded to a certain extent in developing a fairly consistent 
earnings stream by developing and acquiring countercyclical 
elements and improving its overall profitability. 


BRIEF HISTORY 


Canadian Pacific Investments Limited was incorporated in 
1962 as a wholly-owned subsidiary of Canadian Pacific Limited to 
develop the non-transportation assets of that company. Formed 
as a holding company along functional lines by classification of 
business, CPI's prime function has been to monitor the activites 
of its subsidiaries: to assist them in their development and 
planning, and to make the necessary management changes to 
Muara eGualic ered! AdiLOonwot thelr objectives. siThe final 
objective is to make the individual subsidiaries the most 
successful within their industry groups, financially self- 
sufficient, and publicly supported through equity participation, 
if and when they reach a sufficient level of maturity. From the 
purse, 1t has been CPI“s, practice to leave the day-to-day 
operations of the individual components to their respective 
managements, while providing them with assistance in financing, 
long-range planning, and key staffing appointments. 


Upon formation, |) Chlwacquired from) CP Limited all-of ‘the 
Capitals stock of Canadian, Pacific O11) and Gas Limited (CPOG) 
and Pacific Logging Company Limited. In addition, the company 
pegaly a practice of building an equity. portfolio primarily out 
of retained earnings and the proceeds from the sale of shares to 
CP Limited. In 1963, Marathon Realty Company Limited was formed 
to acquire and develop real estate interests surplus to railway 
needs, and Canadian Pacific Hotels Limited was formed to manage 
Canada. During the latter part of the year. CP Limited's 
majority interest in Cominco Ltd. was obtained by CPI. The purchase 
of these assets was financed through the sale of CPI shares to 


CP Limited. In October, 1965, Canadian Pacific Securities Limited 
was formed principally as a service company to provide short-term 
medium-term, and long-term (page 65) financing mainly for the 
individual CPI subsidiaries. 


A major development in the history of CPI occurred in 1967 
when the company sold an issue of convertible preferred stock to 
the public. The $100 million issue, the largest ever financed 
in Canada, consisted of 5 million 4-3/4% cumulative redeemable 
convertible voting preferred shares with a par value and price 
of $20 per share. Each preferred share is convertible into 
two common shares at any time prior to November 1, 1977. In 
addition, each preferred share carried with it a warrant to 
purchase one common share of the company at a price of $12 per 
share up to November 1, 1971, and at a price ot ¢14 up to 
November 1, 1974. 


Fording Coal Limited was formed late in 1968 to develop 
a coal property of the company at Elkford, B.C. The new company 
was to be 60%-owned by CPI and 40%-owned by Cominco Ltd. Also 
early in the year, the company increased its holdings in 
Central-Del Rio Oils Limited from 49.97% to 51.62. “In April 
1969, CanPac Minerals Limited was formed and incorporated as 
a 100%-owned subsidiary of CPOG to acquire, explore, and develop 
mineral properties other than those related to oil and gas 
operations. It acquired its initial properties from Canadian 
Pacific Oil and Gas Limited. Later in 1969, the company signed 
an agreement whereby Central-Del Rio obtained all the out- 
standing shares of CPI's wholly-owned subsidiary, Canadian 
Pacific Oil “and Gas Limited an exchange for the issue and 
allotment of 23,708,000 Central—Del Rio’ shares. As a result of 
this takeover, CPI owned 89.3% of Central-Del Rio's outstanding 
Shares. Prior to this’ transaction, Canadian Pacific Olt and Gas 
Limited had transferred to CPI its position in Central-Del Rio 
Oils Limited, CanPac Minerals Limited, Bow River Pipe Lines 
Limited and Canada Northwest Land Limited, as well as its holdings 
of developed mineral rights and various other assets not a part 
of oil and gas development and exploration. The end result of 
these developments was a merger, effective December 31, 1971, 
of Central-Del Rio Oils Limited and Canadian Pacific Oil and Gas 
Limited into a company to be called PanCanadian Pacific Oil and) Gae 
of which CPI now holds 87.15% of the outstanding shares. Also in 
1971, CPI gained a majority interest in the Great Lakes Paper Company 
Limited by increasing its outstanding stock ownership to 51.43% 
from 49.98% in 1970. 


The next major development in CPI's history took place in 
1973, when CPI was offered 27902, 1198 >shares of (the Algoma Steel 
Corporation Limited from a foreign shareholder, Mannesmann A.G. 
of West Germany. From September of that year until the end of 
May, 1974, CPI made additional open market purchases of Algoma, 
bringingits total holdings to 3,399,961 shares. On June 14, 19745 
CPI made an offer to the shareholders of Algoma to purchase 
2,500,000 shares at a price of $32 a share. Subsequently, 
the offer was accepted. As a result, CPI has increased its 


=—-) 4 — 


=~ 


holdings to a majority position of 50.53. 


In addition to the above developments, CPI acquired CanPac 
Leasing Limited, a wholly-owned subsidiary of CP Limited, in 
May, 1973, and CanPac Waste Disposal Systems Limited (renamed 
CanPac Agri Products Limited) was formed in March, 1974, to 
contract waste removal and disposal services to municipalities. 
Chart 1 on the next page shows the extent of CPI's holdings 
while Chart 2 on page 7 shows the company in relationship to 
Canadian Pacific Limited and the other subsidiaries. 


RELATIONSHIP TO 
CANADIAN PACIFIC LIMITED 


Effective control of CPI is exercised by CP Limited, which 
owns 82.2% of the outstanding common stock on a fully diluted 
basis, i.e., if all the outstanding preferred shares held by 
the company were converted into the common stock. CP Limited is 
itself a publicly owned corporation, with 76,680 shareholders as 
Of December 31, 1974. On that date, of the total voting ordinary 
and preference stocks of CP Limited, 64.31% was held in Canada: 
17.67% in the United States; 9.47% in the United Kingdom; and 
8.55% in other countries. The total outstanding ordinary shares 
of Canadian Pacific Limited are 71,662,280 and the institutional 
holdings of CP Limited's ordinary stock, as listed by Standard & 
Poor's Corporation in September, 1975, amounted to 4,897,000 
Shares held by 90 institutions. Under the Railway Act Canadian 
Pacific is not required to name its shareholders. Of the six 
officers of CPI, three are officers of the parent company; the 
chairman of CPI is the chairman of CP Limited, and four of the 
twelve directors of CPI are directors of CP Limited. It is 
believed that the management and directors of both companies 
own less than 1% of the outstanding ordinary stock. 


Day-to-day operations of CPI and its individual subsidiaries 
are the responsibility of their respective managements, with CP 
Limited providing assistance in the planning, financial, corporate 
development, legal, and administrative areas. 


The growing importance of CPI to CP Limited is illustrated in 
the following statement of CP Limited’s consolidated income over 
the past five years (Table 1 on page 8). In Ig70; CPI contributed 
49.8% to CP Limited's consolidated income; by the end of 1974, the 
contribution had reached 61.6%. While the expansion of CPI had 
been the major element in CP Limited's growth, the transportation 
subsidiaries, with the exception of CP Bermuda, have been 
declining in importance due to excessive rate regulation ina 
period of rapidly rising costs, most notably in the fuel area. 

CP Rail was operating under a freight rate freeze during most of 
1973 and 1974. 
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Table 1 


CANADIAN PACIFIC LTD. 


BREAKDOWN OF CONSOLIDATED INCOME, 1970-74 
(Thousands of dollars) 
1970 % 1992 & LOG2 & 1973 i 1974 & 

CP Rail 

Revenues Guz, V8 661,660 VP DUShS) 7182;92'8 948,915 
Expenses 694,257 ete 5 SS) 686,553 750), 365 O13 ae 

Net Income iS, 4cu 292 23,301 32.2 34,586 37.4 32,563 26.6. 35; 744 50t3 2s 
CP Trucks 

Revenues = 123,419 128,975 129,861 146,873 
Expenses = 24, 150 123) ,20'5 132,868 146,979 

Net Income (732) (10) 760 0.8 (32007) (27.5) (104) (olas 
CP 

Te lecommunications 

Revenues 42,809 AD 997 45,819 497397 54,602 
Expenses 40,525 41,754 AZ 505 48,085 53,876 

Net Income PRMD Sheet 3.6 L243 eed 27384 Bass) SI iat 726 0.4 
CP Als 

Revenues 15 SU 5 Oy a2 W751, 35.5: 190 172 va fue Tre 1) 
Expenses 150,508 L577 ,412 170,394 185,972 2979 029 

Net Income 1,003 LB SKS) 2,140 aya 5, 160 Sr 4,199 Sil 2,441 i.3 
CP Ships 

Revenues 38,453 58,528 BD jo De 71>, 809 116,604 
Expenses SS Sy eh) 52,205 48,971 72,695 97,980 

Net Income (1 DF Ted} 6,323 het 3,202 SAS) 3, 214 2.5 187624 10.0 
Miscellaneous 

Net Income 6951 Io 6,074 8.4 4,858 Die 52 S3 A.3 Lpoed 10 
CP Investments Ty 45d. 
Revenues 460,971 522,223 620,632 908,309 1 D666, 362 
Expenses 405,816 ATS 138 565,270 807,404 1, 351.503 
55,4155 44,085 Sy BRE) =) 100,905 2147879 

Minority 

Interest 23), 7 On WS 22 20,175 eM pate ts! 100,646 

Net Income 31,454 49°38 25,963 3539) 35,180) 33.0) (63,772 S52. aise yess 61.6 
Equity in Income of 

Subsidiary not 

Consolidated 22618 el 2 ual AS 4,465 4.8 8,997 7.4 Pings: ay 
Income before extra- 

ordinary items 61,714 Gt, ao2 90,605 116,183 181,276 
Extraordinary items 

after income taxes 1 Sy.) | 4,884 6.8 a ek ee 2 Cpe eye ok 47253 28 
NET INCOME 263,221 72,316 92,236 122), 362 185,529 
Note: Income taxes included with expenses. 


Years 1970, 1971, and 1972 have been restated on a fully consolidated basis. 


CP Limited 


Stock Market Data 


While CP Limited's consolidated earnings showed a rising 


trend between 1970 and 1974, 


the stock market performance of the 


company has deteriorated significantly, especially in terms of 


price/earnings ratios. 


While most of the decline can be 


attributable to poor stock market conditions, a certain amount 
is a function of investor uncertainty with regard to the future 


of transportation regulation. 


The relevant stock market data 


for CP Limited is presented in the market summary in Table 2 


Anuethestollowing  Ghart.3% 


CANADIAN PACIFIC LTD. 


Table 2 


STOCK MARKET DATA, 1970-75 
1970 BOY TAL WS) 2 1973 1974 ORES 
Share price 
- high $14-1/2 $14-3/8 $16-3/4 $19-1/4 $17-3/4 $17-1/8 
- low 10 11-1/8 13-7/8 14 10-1/2 12-5/8 
Earnings per share $0.84 $0.96 $1.24 $1.66 $2.54 $2.40 
Price/earnings ratio 
- on high Aleees s) rs 0 IBS eis) TAL 6) Ha) Thank 
- on low ii.) Lio & Ie? 8.4 Aves 5.58) 
- on average 14.6 Who 12.4 10.0 BVaIS One 
Dividend $0.65 $0.66 $0.70 SORAT $0.86 $0.845 
Yield 
- on high 4.53% 4.6% 4.2% 4.0% 4.8% 501% 
- on low le Sa e) Ea) Se 5 Sinz Gr 
CHART je canadian Pacific Limited 
fete Jenn) ae ete ss oe : r \ 4 4 | 34 
pee rene re a SA Fe 
lies é | — Bes 2 ee ee ee —--+ | i: -28 
4 he ae oe | == ee -H- 26 
| = EY 4 = = — |. ——__—_} -_—__—__ = = + —{]. 24 
ee | : 1 q 
4 ' | can eect = | 22 
I. - : + '- j- 20 
— : ee —--—-— -19 
; A 6 eee Moving average | is 
GUTH a maha acces + tL yy 
Stee a 4 —{]- 14 
= 4 at al -13 
Ac fl py} tt 2 
: 4 sift ia A Han 
SN Ae ier S10 
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Oil and Gas 

Gross operating 
revenue 

Expenses includ- 
ing income taxes 


Inte Of OUtsSude 
shareholders 


Net Income 


Mines and Minerals 


Gross operating 
revenue 

Expenses includ- 
ing income taxes 


int. Of oueSside 
shareholders 


Net Income 


BOrES tt Products 

Sales and operat- 
ing revenue 

Expenses includ- 
ing income taxes 


Ing. of outside 
shareholders 


Net Income 


Iron and Steel 

Sales and operat- 
ing revenue 

Expenses includ- 
ing income taxes 


Int. Ob Owesmde 
shareholders 


Net Income 


CP INVESTMENTS LD. 


Tables 


BREAKDOWN OF CONSOLIDATED INCOME, 


Years ending December 31 


pid aclu! 


ZS een 


Sip, BiG} 7) 


Lo 20) 
13,447 


27,686 


z 1971 


(Thousands of dollars) 


39 , 432 
Zoe 
1 oe 


ido 


Zoe Oy, 6 410 


303,082 
284,969 
18,113 


10,607 


Shifs l i, 2016 


93%, OG: 


g 


ie} 


34.6 


24.4 


ere) 


10 


1972 


ATs eee 
oo Io 
12,544 


aes} 
AI CaNe)S) 


376,168 
Bodloe, 3 
24,545 


OES 
LL Au. 


94,828 


one eeayS) 
aS 


ES 
4,200 


Phe 


Zhe 


10. 


1970-74 
1973 g 1974 
75,374 103,572 
54,074 84,329 
21,300 46,243 
2,651 5,926 
US 4629 27 Ae as 
565,354 860,802 
519,750 754,300 
45,604 106,472 
25,428 57,749 
20,176. (29.3.4 a6, 729 
143,291 153,598 
127,001 132,820 
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12,437 428.0) 312.069 
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Real Estate and 
Related Operations 
Gross rentals & 

other income 
Expenses includ- 
ing income taxes 


Net Income 


Hotels and Food 

Services 

Gross operating 
revenue 

Expenses inciud- 
ing income taxes 


Net Income 


Finance 

Gross operating 
revenue 

Expenses includ- 
ing income taxes 


Net Income 


Other Operations 
Gross operating 
revenue 
Expenses includ- 
ing income taxes 


Net Income 


Investment Income 
Gross income 
Expenses includ- 

ing income taxes 


Net Income 


Income before 
Extraordinary 
Items 


Note: Restated on 
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FINANCIAL REVIEW 


Fundamentally, the growth of Canadian Pacific Investments 
has been a function of three factors: (1) development of the 
asset base originally held, (2) expansion of subsidiaries that 
have long been a part of the CP group, and (3) acquisitions of 
a major nature, The first element pertains largely to the ex-— 
pansion of the company's real estate, petroleum, coal, timberland, 
and hotel interests, while the second pertains to the enlarged 
worldwide operations of Cominco and the expansion of PanCanadian. 
The third factor refers to the acquisition of The Great Lakes 
Paper Company and Algoma Steel, along with their consolidation. 
These factors, along with a buoyant commodity market, have pro- 
vided CPI with compounded annual growth of 38% in consolidated 
income before extraordinary items over the past five years. As 
in most resource-oriented companies, CPI's consolidated net 
profit margins have fluctuated somewhat: net margins fell from 
a high of 11,63 in 970 *:6872 921m 997 bebetore continuing an up- 
ward trend of 9.4%, 11.1%, and 13.57%, respectively from 172 
through 1974. 


Income Statement 


Since its formation in 1962, CPI has changed its earnings 
mix Significantly. From a very high dependency on Cominco and 
PanCanadian it has become a broadly based holding company with 
interests in all the major natural resource industries in Canada 
as well as the iron and Steel industries.) In addition tne 
company has altered its geographical base from western Canada to 
include more representation in the east. 


In 1964, approximately 84.0% of CPI's consolidated net 
income was derived from Cominco and PanCanadian, while at the end 
of 1974, an exceptional year for those companies, they provided 
66.5%. During the two years prior to 1974, their contribution 
averaged 56.7% of consolidated earnings. As presented in Table 3 
on pages 10 and 11, the consolidated net income of CPI over the 
past five years has improved significantly. Moreover, through 
acquisitions and the development of its non-revenue producing 
asset base, the company has introduced countercyclical elements 
and somewhat protected its consolidated earnings and dividend 
Stream. That is to say, cycles for steel are somewhat different 
from cycles for lead and zinc or hotels. 


PROD babi ey 


It 1s commonly assumed that the largest corporations are the 
most profitable. Yet, a comparison of returns to CP Limited and 
CPI, two of Canada's largest companies in terms of assets, with 
industry averages suggests otherwise (Table 4). In our analysis, 
we have used the two most widely used methods of determining pro- 
fitability: return on average invested capital and return on 
average common equity. We have used CP Limited as well in order 


Table 4 


CANADIAN PACIFIC LTD. AND CP INVESTMENTS LTD. 


PERFORMANCE COMPARED TO VARIOUS INDUSTRIES, 1970-74 


Return on Average Invested Capital 
(Per cent) 


5-year 
10 ey Loe iS) IS 1974 Average 
Canadian Pacific Limited* Shel 4.3 4.4 6.4 CIA SO 
Canadian Pacific Invest- 
ments Limited a. 5 Se) ge o20 ULE eS) Sra 
Industry 
Beverage ees a Orel SB) See Liss Orr 
Chemical 45D Bis 2 5.4 hes) 26 Deez 
Communication ere 129.8 ee RS ea) 14,2 Oe Gadd 
Construction & Material 4.6 oes: 6.8 8.2 Peed! 7720 
Food Processing Oreck 8.4 S18) 2 i Re) ret 
General Manufacturing 549 6e9 3). 5 LOZL Loos O26 
Industrial Mines ie ha 52.0 62.0 i253 12.0 9.4 
Merchandising Wied ets Bio 8.4 Ore Baz 
is) pcek PRS) Seat Le LP ey | oud 
Paper 3.4 ee a8 3.6 Peso heel 
Pipelines Thess Bin Ose 8.4 These: UES 
Steel 7.4 Oveals 6.6 Bed. Ores ties) 
Pre ty. 5E.6 Da Sitar, So oe a! 5.0 
Return on Average Shareholders! Equity 
(Per cent) 
5-year 
19:70 ae Al L972 oo 1974 Average 
Canadian Pacific Limited* 359 4.6 5.0 Grad, 10 e1 Gil 
Canadian Pacific Invest- 
ments Limited 520 Ao 6.5 3) a) DS eee ats 
Industry 
Beverage eer56 eae0 WS A Var L305 Lee D 
Chemical Syayhil Gina? ea eee L975 Se 
Communication URS Wee pd Zoom 24.5 Zhe Ep ope | 
Construction & Material b0 Bs 10.7 1326 Wey t8) Oa 
Food Processing Ha ogy | di beg) hip Ae th teed) A sets. 13.5 
General Manufacturing Syehe: Shee) Suen) Lan A ee | he Begs: 
Industrial Mines Vax8 S38 8.3 19.6 19% di 14/30 
Merchandising 9.13 LO a) Heal LO): 124 LOR 
osm gi) IQiee S93 Loa Ge es 1238 
Paper 4.3 Peels Skate £570 21.0 10.0 
Pipelines WAY 14.6 14.8 pipe RAR) ye lee tons 
Steel dK) 8.9 has 1A ae] Bats Li 8 
Dez lity 10.4 Tha Nees Ges) 1 Leal 2 en 
eo Por years) 19/0-74) consolidated data not available and figures are for 
parent company only. 
Source: Financial Post; Annual Reports. 


to demonstrate how necessary Tt was tortie parent company to 
develop all-of 1tS assets torthestullest excant. 


As is apparent in the comparisons, CP Limited and CPI have 
been less profitable than’ the industry samples. CP Limitea, bee 
cause of its regulated transportation subsidiaries, has been less 
profitable than any Canadian industry group in terms of return on 
equity in every year, with the exception of the paper industry 
between the years 1970 and 1972 and the chemical industry in 19722 
Based on a five-year average, return to CP Limited ranks consider- 
ably below that of every major industry group in Canada. The 
corporation has not done much better in terms of return on invest- 
ed capital. In each of the five years, CP Limited's return has 
been lower than any industry group in Canada exceptvuutiiliows. 
chemical, and paper companies. Using a five-year average, CP 
Limited's 5.6% return is the same as that recorded by the utility 
industry, the lowest in the country. 


CPI has fared somewhat better, although it still does not ranl 
very high. On a five-year average basis, only chemicals, con- 
struction, paper, and the utility industries have achieved a lower 
return on invested capital. In comparing returns on common 
equity, CPI has achieved less of a return than most groups through- 
out the period. On a five-year average basis, CPI's performance 
has been considerable lower than that of all the industry class- 
Lficatrons. 


The necessity of CP Limited developing and expanding its CPI 
concept becomes apparent when CPI is separated from CP Limited. 
This exercise reveals that in general the transportation compon- 
ents of the company offer the lowest rates of return not only on 
invested capital, but on common equity as well (Table 5). 


Table 5 


CANADIAN PACIFIC LTD. EXCLUDING CO. INVESTMENTS LTD. 


MEASURES OF PERFORMANCE, 1970-74 
(Per cent) 


LO 7 Ope 197 19 OU 2 ees) Se One Average 


Return on invested 
Capi tar chs 4.9 Gn 4.9 4.9 4.9 


Return on common 
equity Arne yea 0 Gc 0 Gas ae) 


In short, the growth and expansion of CPI was essential in 
order for CP Limited to remain financially sound. The company's 


policy of effectively employing all its available assets has 
enabled the parent company to remain a viable Canadian company. 


Capltal@zation 


The consolidated balance sheet of CPI has changed signifi- 
Pantly over the past five years from principally an underleveraged 
Situation in 1970 to a leveraged position by the end of 1974. 
During this period, shareholders' equity decreased from 86.5% to 
34.8% of total capitalization (Table 6) while long-term debt in- 


Seeased tromels 43 tovsl.3%. In addition, minority interest, which 
Pmouncedeto only 1.4% of capitalization in 1970, reached 18.6% on 
December 31, 1974. The major reasons for these significant changes 


Zweeeoe resin? consolidation of CPl by the end of 1973, the acqui- 
Sition of two major subsidiaries, the Great Lakes Paper Company 

and Algoma Steel, the increased debt load of the major subsidiaries 
due to expansion plans, and increased debt guarantees by CPI. In 
addition, in 1972 and prior years, only wholly-owned subsidiaries 
and PanCanadian Petroleum were consolidated. 


invexamining CPI s source and application of funds over the 
Mast tlve years (Table 7), we find that significant changes have 
taken place most notably as a result of the full consolidation 
from 1972 onward. Cominco and The Great Lakes Paper Company were 
consolidated in 1973 and restated to reflect consolidation in 1972, 
while Algoma Steel was consolidated in 1974 and restated to re- 
mLect consolidation in 1973. 


Substantially higher funds from operations, especially during 
nove /A, were a function of consolidations, growth in earnings, 
and cash flow, primarily as a result of rising worldwide commodity 
demand with escalating prices, and an enlarged revenue-producing 
base. Minority interest in income of subsidiaries also advanced 
Poomeapproximately $15.7 million in 1972 to $84.2 million in 
1974 with the purchase and consolidation of Algoma and the con- 
solidation of The Great Lakes Paper Company and Cominco, all of 
which have a minority interest in excess of 40% of the outstand- 
ing common equity. 


Long-term debt issued during the period rose dramatically 
as developed and undeveloped subsidiaries enlarged their leverage 
positions. The issuance of new debts rose from $118.7 million in 
Peto. o229.0 million ian 1974. 


These consolidated funds in general were applied to additions 
EoeOrOperty, which’ advanced from a low of $151.4 million in 1971 
Pein Otero lone ema Tone inl 9747, and. to investments in sub- 
Sidiaries acquired and consolidated. Additions to property in 
1974 include all the additions made by all the subsidiaries and 
Algoma Steel from the date of consolidation. The overall growth 
from 1972 onward is a function of significant additions to pro- 
perty brought about largely through the expansion activities of 
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Cominco, Algoma, CP Hotels, Great Lakes Paper, and Marathon 
Realty. Additions to investments in subsidiaries acquired and 
consolidated in 1974 include the purchase of Algoma Steel (mainly) 
and Rothesay Concentrates. A new use-of-funds category, addition 
to lease receivables, commenced in 1973 with the formation and 
development of CanPac Leasing. 


ROLE IN 
FINANCING SUBSIDIARIES 


Along with its corporate practice of developing previously 
undeveloped assets, enhancing the TeEVvenue—producing base wiles 
subsidiaries, and acquiring interests in companies that fit into 
its resource-oriented base, CPI's role in the financing of the 
growth of its subsidiaries is vital. 


In general, the acquisition of major companies such as The 
Great Lakes Paper Company and the Algoma Steel Corporation Limited 
is financed from corporate cash flow, the issuance of long-term 
debt through debentures, and on a term loan basis. In recent 
years, debt has played an increasing role due to the magnitude 
of the acquisiticns. The debt incurred of CPI as of September 
30, I9dS W(tebie. Ss biwaseused primarily for the acquisition of 
Algoma Steel. This debt carries no guarantees from CP Limited. 


map Lene 
CP INVESTMENTS LTD. CORPORATE DEBT 
ee a ey a ee 


As at September 30, 1975 


($000) 
Promissory Note due 1975 14 7517 
5 3/4% Income Debentures* due 1976 16,000 
6% Income Debentures due 1976-1979 LS SOO 
6 1/4% Income Debentures due 1976 5000 
6 1/2% Income Debentures due 1977 P3000 
7 1/4% Income Debentures due 1975-1979 47,900 
7 1/2% Income Debentures due 1975-1979 135208 
Bank Loan due 1978 at prime plus 1/23 5,000 
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* - CPI relies heavily on income debentures because it has [itt 
taxable income; that received from subsidiaries is in the 
form of ‘dividends: 


Although several of CPI's subsidiaries such as Cominco and 
PanCanadian are principally self-financing due to their size and 


asset base, other subsidiaries require either guarantees of their 
debt or longer-term financing in the form of debentures or loans 
from CP Securities, the company's financing arm. The debt of CP 
Securities in turn is guaranteed by CPI. As of December 31, 1974, 
CP Securities had $135 million in debt outstanding. (See Table 9.) 


Table 9 


Ce SECURLELES. LaLD. 
(As at December 31, 1974) 


($000) 

7% Bank Loan due 1979 257,000 
94% Sinking Fund Debentures due 1990 POO 
9-3/8% Sinking Fund Debentures due 1990 40,000 
83% Sinking Fund Debentures due 1993 15. 006 
104% Debentures due 1984 30,000 
Pea 7000 


In this regard, it is important to note that while these 
funds provide vital financing to developing subsidiaries that have 
limited access to capital markets, they are also used to assist 
developed subsidiaries that cannot raise required finances because 
of market conditions. A case in point is The Great Lakes Paper 
Company which could not have embarked on its recent expansion 
program without a $40 million demand loan from CP Securities. 


Another form of assistance, direct financial guarantees, 
makes it possible for certain smaller subsidiaries to raise funds 
in order to pursue, develop and expand their activities. As 
of September 30, 1975, we estimate them to be as in Table 10. 

Table 10 
GPrShCURt | bioei lin. 


DIRECT FINANCIAL GUARANTEES TO SUBSIDIARIES 


($000) 
CanPac Leasing Export-Import Bank of the 
United States 2,000 
Fording Coal Bank Loans due 1975-1978 
(represent CPI's 60% interest) Joo) O 
Tordengucodl sh x<poct— Import sBank oF othe 
United States AGG 
Rothesay Concentrates 4,000 
40,000 


“Te Guaranteed by CRI. 


STOCK MARKET DATA 


Despite the obvious success of past management decisions and 
the ensuing expansion of earnings and dividends, the price of the 
common stock has remained essentially unchanged since it first be- 
Relevant statistics are included in Table 
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Table elt 


CP INVESTMENTS LTD. 


STOCK MARKET DATA, 1970-75 
1970 eat 1972 L973 1974 1975 
Share price 

- high 216=3/4 $18 $17-1/8 

= llow 15 11-3/8 12-3/8 
Earnings per share $0.66 $0.58 $0.74 $1.40 $2.29 $2.41 
Price/earnings ratio 

- on high cB ete eo) ine! 

=" On alow Loe Sit ey! 

- on average a Es ae | GS ee 8 
Dividend P00 4733> "$054 738) 82074750 mee ues $0.€2 $0.62 
Yield 

- on low aoe 5.4% Se Ose 

= ON ae et Se 324 ae 
CHART 4 - Canadian Pacific Investments Limited 
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PART 2 


PROMI LE OMOPSTHE SUBSIDIARIES 


The 13 main subsidiaries of CP Investments Ltd. involve their 
parent company in industries as diverse as logging and hotel man- 
agement. Operationally, however, they manage their own affairs 
as Separate units. This part of the report therefore examines 
each one in turn, highlighting facets of their businesses that may 
Pewor- interest to the Royal Commission. All the reports begin 
with short histories of the companies involved. 


PANCANADIAN PETROLEUM LIMITED 


Panola acrt NCrUldeandeGas wsim2 ced. ("CPOG"), which later 
merged with Central-Del Rio Limited to form PanCanadian Petroleum 
Pint ted, Was, incorporated in’ 1958 as a subsidiary of CP Limited. 
Mieraliye all or CP timited' s Mineral rights, located mainly in 
the Prairie Provinces, were transferred to CPOG, whose principal 
objectives were to manage and develop the parent company's oil 
and gas interests and other mineral activities, those being pri- 
Pei yecoa la UDONeEhe wi ncorporation OL .CPI, all the shares of 
CrOG were transferred to CPI in exchange for CPI shares. In 
addition to mineral rights in the Prairie Provinces, CPOG received 
approximately 2 million acres of mineral rights (not oil and gas) 
on Vancouver Island, 5,625 shares of Canada Northwest Land Limited, 
and a 79.5% interest in Lethbridge Collieries Limited, a coal 
operation in Alberta that was later discontinued. 


In November, 1961, CPOG entered into an agreement with Great 
Canadian Oil Sands Limited whereby it acquired an option to pur- 
Paase Up to 51% of that company" s common equity. In 1962, CPOG 
announced an agreement with Sun Oil Company Limited and Canadian 
Oil Companies Limited, whereby the latter two companies were to 


peauLee d So-l/3¢ interest an that option. The options were 
exercised and CPOG eventually held a total of 124,241 shares of 
Great Canadian Oil Sands. Since CPOG had only a limited claim on 


the development of Great Canadian Oil Sands, primarily because it 
was not a party to an important lease, it liquidated its interest 
in the would-be venture. 


The company acquired, in 1962, a 50% interest in Huron Pipe 
Lines Limited, a company with permits to operate oil and gas pipe- 
lines between Edmonton and Red Deer and Calgary and Lethbridge 
in Alberta. These pipelines were never constructed. 


In 1964, CPOG and Great Northern Oil Company joined forces 
to form Bow River Pipe Lines for the purpose of constructing a 
267-mile pipeline from Taber to Hardisty in Alberta. In 1969, 
@POGetrancterred 1ts 502 anterest to CPl, which in turn sold its 
anterest to Great Northern O11 Company in 1973. 


In 1965, CPOG acquired a 40% interest in Ardley Coal Limited, 
the other 60% being owned by Dynamic Power Corporation Limited, to 
develop substantial proven reserves of coal near Red Deer, Alberta. | 
This interest was transferred to CanPac Minerals in 1969. CanPac . 
Minerals proceeded to acquire Dynamic Power Corporation in 1971 
and consequently obtained full ownership of Ardley Coal Limited. 


One of the earliest major exploration activities of CPOG out= 
Side of the interests previously transferred from CP Limited 
occurred in 1965, when the company, through Canadian Pacific Oil 
and Gas of Canada Limited, acquired a 25% interest in the explora- 
tion of 800,000 acres in the North Sea area. The program was not 
Successful, and CPOG, along with its partners, Home Oil (50%) and 
Alminex (25%), allowed their options to expire. 


The first major acquisition of CPOG took place in the latter 
part of 1964, when the company purchased 500,000 shares of Central- 
Del Rio Oils at $8.:70 per share. osince: orl already had approxi- 
mately 18.1% of Central-Del Rio's stock in its investment portiolias 
the combined ownership amounted to 43.5%. Further open market 
purchases resulted in a combined interest of 51.6%. In 1969, an 
agreement was reached whereby Central-Del Rio acquired all of the 
outstanding shares of CPOG in exchange for the allotment and issue 
of 23,708,000 shares of Central-Del Rio, which were subsequently 
transferred to CPI. Accordingly, CPI's effective interest in 
Central-Del Rio amounted to 89.3%. The transition was fully com- 
pleted on December 31, 1971, when Central-Del Rio became PanCanadian 
Petroleum Limited and CPOG was merged with it. Prior to the trans- 
action, however, certain non-petroleum mineral assets and rights 
of CPOG had been transferred to a newly formed subsidiary of Cea 
CanPac Minerals. 


Draidang 
Table 12 sets forth PanCanadian Petroleum's overall domestic 


drilling record relative to that of the industry over the past 
five years. 


PanCanadian Petroleum's exploratory drilling activity has 
picked up considerably in the last two years when compared with 
the previous three-year period. Moreover, while industry explora- 
tory drilling activity in 1974 was egsentrall unchanged from the 
1972 level, PanCanadian Petroleum increased its number of explora- 
tory wells drilled ‘by 73%. ‘of the total exploratory wells drilled, 
the company's share increased from approximately 2.8% in 1972 to 
6.6% in 1973 and 4.8% in 1974. On the development well side, the 
company has been considerably more active than the industry, 
particularly since 1972. PanCanadian Petroleum's development well 
drilling as a percentage of the total rose steadily from l/s 
19:70 (to-7. 5:8 in 1 99S ear eat eee eee 
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Table 12 


PANCANADIAN PETROLEUM LTD. 


Exploratory Wells Drilled 
By Total Canadian Industry: 


Development Wells Drilled 
By Total Canadian Industry: 


1973 
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DOMESTIC DRILLING ACTIVITY, 1970-74 
(Gross Figures) 
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PanCanadian Petroleum Limited. 
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The company's success ratio in exploratonysdrillingsiaseucen 
above the industry average in every year except 1971. The in- 
dustry's success ratio has declined from the high levels attained 


in 1971-72, and was marginally below the five-year average in 1974. 


While PanCanadian Petroleum's success ratio declined from the peak 
1973 level in 1974, it remained well above the five-year average. 


Production 


PanCanadian Petroleum today is one of the largest Canadian- 
owned oil and gas producers. Table 13 illustrates the company's 
net average daily production over the past five years. 

Table 13 


PANCANADIAN PETROLEUM LTD. 


NET AVERAGE DAILY PRODUCTION, 1970=—74 


NS 70 sheng LOM 2 ne he: Logs 

Net crude o1l (bbls?) 92473947" 25,827 63), 00oew 4055 7/2 sooeeee 
Net natural sqas Jidguids 

(bbls.) 27192 AOS 2,999" 10,0125 ae 
Net natural dasypro- 

duction (mich) L615775 “179, 320 1997 5225271092 0ee 26 
Nét sulphur pro 

CqUGELONE Ong scOrls) 224 253 267 265 269 


The proven developed, and probable reserves of the company 
as of December 31, in 1973 land 19 /4ewere sac ine lables 


Table 14 


PANCANADIAN PETROLEUM'S RESERV}:S, 1973 AND 1974 


Decrprcilee oe Decww3 il lsae 

O11 and natural gas 
11qu1ds (bob le™) 2005/5749 194,493,029 
Natural gas (mmcf) 2,224,901 2,298,026 
Sulphur sGlongecons) S17 O47 O02 4,076,248 


Domestic Market Share 


PanCanadian Petroleum's market share in terms of oil and gas 
has remained essentially unchanged over the past five years. In 
addition, the company's share of total Canadian oil and gas 


a A a 


production is very small. In the liquids area, however, 
PanCanadian Petroleum increased its share of the market from 
fewiuneio70etoe4. 733° by thevend of 1974 (fable 15). This 
increase can be attributed to the additional productive capacity 
provided by the Empress extraction plant. 


Table 15 
PANCANADIAN'S SHARE OF DOMESTIC 


OIL & GAS PRODUCTION, 1970-74 


Ie) 1971 1972 1973 1974 
PHoUstLy Proguct Lon 
Ota Mb/ y.) = AG Opodo, Gry 5605, 8254054, 4860015, 75. 
Gas (Bcf/y) 7h SFA) Pes ys 43 3,005 Boley By ou 
Liquids (Mb/y) Hoy oe ree BO 56291095 8297 117 (oleate a 479 
PanCanadian Petroleum's 
_Production 
Oil (Mb/y) 8,904 OPAgoy, L135 Onl a, Olu or od 
Acea oc OL Industry Ue eh eZ 2.03 OAS oa RS 
Gas (Mmcf/y) Borage og e270 1 V0, 945.) do, UL laeeoU poe 
As a % of industry 2.48 Bo 1 24830 2350 Pd SSI, 
Liquids (Mb/y) 800 9 86 1,054 3,647 By ailZ 
As a % of industry TO ee 0.96 3aeL0 Aso 


* — Includes synthetic production - majority controlled by 
Great Canadian Oil Sands. 


Financial Statistics 


Table 16 on the following page sets out capitalization and 
ProLtitabiiity figures from 1970 to 1974. 
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Table 16 


PANCANADIAN PETROLEUM LTD. 


FINANCIAL SUMMARY, 1970-74 
(Thousands of dollars) 


Capitalization 
ENIAG & HAO Wal: & 1972 & 1973 & 1974 & 
Long- term debt 22 6D ees ea 016 Av We YS EMO ish mais: 33 89,946 29 
Deferred income 
taxes 547 8 56 eS 4 Oe9 33 Pike Osis, PS © seul, BAA PAS) eh) 5 SAY 28 
Shareholder's 
equity 84,119 Se 267026 50 SMe Wome IE Oe SF) 9 38 1347283 43 
161,740 WSs ae al PEM TNE 2B 2 SLs A aa 
Capital 
expenditures 227,403 ZAVAC ou BiOPisaic B27 OA 49,316 
Protitability. 
1970 1971 panies LO 1974 
Gross income 34,928 B90. 32 UT 2 7 Ab (ay7e04 TOU ele 
Cash flow 29, LAS 307 598 34,965 49,872 Wes Si 
Net income 10,835 124197 12,544 213010 46,243 
Return on average x 
equity S08 INES Bye 12.93 20.73% Sista sie 


Stock Market Data 


In Table 17, relevant market data for PanCanadian is present- 
ed for the past five years. 


Tabled? 
PANCANADIAN PETROLEUM LTD. 


STOCK MARKET DATA, 1970-75 


1970 IY yal 1972 1973 1974 L975 

Share price 

SOM alge $15-3/4 $17-3/4 $17-3/8 $18-1/2 $14-3/4 $17-1/4 
- on low Ts HO 2, ie! 11-3/8 7-1/8 7-5/8 
Earnings per share $0.35 $0.39 $0.40 $0.68 $1.48 P2620 
Price/earnings ratio 

= Onahnigh 4/510 45.5 43055 Qe Cras es: 

= on) low. BEX AO SHO) = {8% 3 45 TUNG 5 7/ 4.8 SW ts: 

~ On average 3133.55 S3:8r2 38.0 22/50 Teal BPs, fi 
Dividend $0.29 SHV 5 hal $0.32 $0.41 $0.62 $0.86 
Yield 

= One Lor Pe 8's WS We Intake Phir 4.43% 50% 

= On) low Bite Ae Beals B56 he. Ui A 
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Summary 


PanCanadian has evolved from being a manager of mineral rights 
of Canadian Pacific Railway to one of the largest independent 
Canadian oil and gas producers. In so doing, the company has 
developed, explored, and acquired oil and gas properties to meet 
the growing demand for these commodities in Canada and the United 
States. While the company's success has been somewhat greater than 
the industry's, it enjoys no special advantage in the marketplace. 
In addition, the number of people employed by PanCanadian has 
mycreaseq Lrom G23 an.1970 to 532 at the end of 1974. 


PACIFIC LOGGING COMPANY LIMITED 


Pacific Logging Company Limited was incorporated in 1941 as 
a wholly-owned subsidiary of Canadian Pacific Railway. Originally, 
Pacific Logging acted as a licensing agent for the logging rights 
of way owned by the Esquimalt and Nanaimo Railway ("E&N") which 
was itself a subsidiary of the Canadian Pacific Railway. 


With the development of the CPI concept in 1962, the company 
was reorganized as a separate profit center and transferred to CPI. 


Upon completion of the reorganization, the company had ac- 
guired from E&N a major portion of its unsold timberland on 
Vancouver Island. By the end of 1969, Pacific Logging had acquired 
approximately 290,000 acres of timberland, of which a small portion 
was purchased from other sources such as the B.C. Government. In 
respect of its purchase of the E&N timberlands, however, the company 
wes required to pay a 25% tax over a period of years to the B.C. 
Government. In order to develop its operational capabilities, 
Pacific Logging commenced a program of acquisitions and several 
Capital projects in 1962, the most important of which are outlined 
below. 


- 1962-1972 - The company purchased a 49.9% interest in 
Gookevrorest Products Limited, a B.C. company that is 
involved in lumber-related activities on Vancouver 
Island. 


- 1963-1971 - The company purchased a 100% interest in 
T.W. MacKenzie Logging Limited, a private company in- 
volved in logging operations on Vancouver Island very 
near Pacific Logging's lands. Through this purchase, 
completed an 1971, Pacific Logging increased its in~ 
terest in Ladysmith Forest Products Limited from 10% 
to 20%. Ladysmith operates a lumbermill on Vancouver 
Island on land leased from Pacific Logging. 


el O58 eect cn Logging purchased the assets of the 
Passmore Lumber Company Limited in the Slocan Valley 
of Southeastern B.C. This logging and sawmill opera- 
tion used timber from Crown land and was solid in 1970, 
when the parent company was consolidating its expand- 
ing holdings. 


- 1968 - The Canadian operations of Georgia-Pacific 
International Corporation, Inc., were acquired.” * The 
principal assets were 20,000 acres of fee lands and 
29,000 acres of timber licences in British Columbia. 


In addition to the above acquisitions, the company owns a 
20% interest in Cipa Lumber Co. Ltd., a sawmill operation at 
Nanaimo, B.C., and an 80% interest in Saltair Lumber Company 
Limited, a sawmill operation near Ladysmith. B.C. 


Prvcing 

The average price paid for logs and lumber fluctuates Signi- 
ficantly, not only from year to year but monthly and weekly as 
well. To illus#rate this condition, we have included a graph of 
monthly average log prices over the 1964-74 period for select 
types of logs (Chart 5). A more detailed table; “inc ludimar tie 
actual prices recorded, can be found in Appendix A. 


CHART 5 
Select Average Annual Log Prices 
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In general, the prices paid for logs in British Columbia are 
dependent upon demand for lumber in the principal markets that 
the industry serves: the United States, Canada, and the U.K. 
Demand, in turn, is a function largely of housing starts in those 
countries, with the U.S.A. being the most important market. When 
(eoeenOuUsIugee tarts ceclined from 1.5 millaocn units in 1965 to 
lwoemellivon units in 1967, total average log prices declined from 
$36.20 per unit to $32.97. From 1967 to 1969, when housing starts 
rose to 1.5 million units, average log prices rose to $45.04 per 
Onto ee rOMmelyoIe toe 972) "when UsSY housing starts: increased to 
PeaemlidloneunLts, average log prices rose to $49.32 per unit. 
The only major inconsistency occurred between 1972 and 1974, when 
Umeesnousing Starts declined to 1.3 million units and average 
prices rose to $75.72. During that period, increases were granted 
when U.S. price controls were lifted and there was exceptionally 
strong demand from other markets, principally Japan. 


In short, B.C. log prices are a function of worldwide demand, 
and no Canadian company has significant enough market share to 
practice monopolistic pricing. This was clearly evident during 
the era of U.S. price controls, when average prices for B.C. logs 
exported to the U.S.A. could not be raised in proportion to the 
increase in housing starts. Accordingly, Pacific Logging's 
performance is largely 2 function of external demand components. 


Performance 


Since; Pacific Logging 1S a private company incorporated in 
British Columbia, the only published information avaiiable can 
be found in the various CPI annual reports and prospectuses. 
However, an indication of the company's performance since 1964 
is provided in Table 18. 


fable 18 
PACTEIC LOGGING CO. LTD. 


FINANCIAL SUMMARY, 1964--74 


Revenue Net Income Net Profit Margins 
($000) ($000) (Per cent) 
1964 108) salts) 7/ EAI PAY LG 9 
iy GS 10,846 1,446 TES EES 
1966 107250 499 AgeG 
Oar i, 452 620 5.4 
1968 ok Aes teepayoy t By ed) 
1969 Pea ees Ny Sree 4 
L970 2a OUD 15 0 send | 
I he BO 2 vr OL whe edb flew) 
129i 257232 BF565 Le vere. 
iS yp SOR oF 8,451 EG 
1974 Se iia 3,840 oo 
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In general, the performance of Pacific Logging has been 
closely related to the demand for lumber. This relationship ris 
expressed clearly in Chart 6, which shows Pacific Logging's net 
income and U.S. housing starts. The distortion in the L9/0=72 
period is primarily a function of U.S. price controls. 


CHART 6 


Relationship Between U.S. Housing Starts & the Net Income of Pacific Logging 
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Regional Market Share 
Pacific Logging's share of the British Columbia logging 
market 1s relatively small. In the immediate market in which the 
company Operates, i.e., the B.C. Coast, its share of shipments 
has never risen above 4.7%. The major change in market share did 


not occur until 1968, when positive results were realized from 

the company's reorganization program. The market share of Pagrtre 
Logging, however, cannot be evaluated solely interns of thespece 
Coast market because the company competes in the entire B.C. 
market (where its logging output must be sold). As is evident 

in Table 19, its share of that market is very small and in no one 
year did it increase above 3.6%, with the average over the 10-year 
period reviewed being 3.43. 


Table 19 
"IC LOGGING CO. LID. 


VALUE OF SHIPMENTS, 1964-73 


1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 
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* — TIncludes pulpwood logs. 
Summary 


Over the period reviewed, Pacific Logging has evolved from a 
small logging operation to an integrated and competitive logging 
and sawmill company in the B.C. logging and lumber industry. 
Through its capital expenditures, acquisitions, and increase in 
the number of people employed, Pacific Logging has also contributed 
to the development of the area. The number of people employed by 
Pacific Logging and subsidiary companies at year end 1974 was 250 
with another 500 employed by affiliated companies and another 500 
by company contractors. In addition, the company's economic per- 
formance has been consistent with the industry's and is largely 


dependent on external demand factors for its overall level of 
BLOmLeabil ity. 


CANADIAN PACIFIC HOTELS LIMITED 


Canadian Pacific Hotels Limited, ("CP Hotels"), wholly-owned 
by CPI, is one of Canada's largest hotel chains, with 17 hotels 
in eight provinces as well as in Jerusalem and Hamburg. The 
history of CP Hotels dates back to 1886, when Canadian Pacific 
Railway built four small hotels at scenic points in the Canadian 


ae 


Rockies, which were served by the company's transcontinental 
trains. As railway passenger service increased, the company 
continued to add hotels to accommodate travelers sands bymric 
turn of the century these hotels were considered to be among 
the finest in North America. Invlo6s asi part Of CPL sedivere 
sification program, it was decided that a separate hotel sub- 
Sidiary should be formed to utilize the company's long experience 
in the field as well as to benefit from the growth potential of 
the market. Initially, CP Hotels undertook Only the management 
of hotels owned primarily by the Canadian Pacific Railway; how- 
ever, in 1965, the company began to acquire certain hotels from 
the railroad parent. “Woday ~ ce Hotelcmactomecnan independent 
subsidiary that owns, leases, and Manages hotels and provides 
restaurant and catering services. 


The hotel industry in Canada is highly competitive with no 
one or two chains dominating the market. The industry is dominat- 
ed principally by American hotel chains such as Western Interna- 
tional and Hilton Hotels, “CP Hotels da believedtto be the second 
largest Canadian-owned chain with approximately 6,429 rooms across 
the country, )~Hotel@cates vary with location, service, and age of 
structure. CP hotels are generally oriented towards the luxury 
class and have substantial concentration in the convention market 
because of their centralized locations in many urban centers. 


Table 20 includes a list of the hotels directly owned, leased, 
and managed by CP Hotels. 


Performance 


The growth of CP Hotels during the past five years has been 
remarkable, with overall revenues increasing 16.7% per year bet- 
ween 1970 and 1974.) During the corresponding period, the company 
increased its number of rooms Substantially and entered in-flight 
kitchen and catering services. Earnings during the period rose 
from $876,907 in 1970 to $5.1 million in 1973 only to decline ote 
$4.4 million in 1974. A breakdown of the company's performance 
is highlighted in Table 21 on page 34. 


In general the performance of CP Hotels is comparable to that 
of other hotel chainssin: theses -eandacan ds eens is apparent in 
Table 22 on page 34, the company's operating margins, net margins, 
and returns on average equity compare favorably with Hilton Hotel 
Corporation Incorporated and Commonwealth Holiday Inns of Canada 
Limited. 


Summary 


Since its transfer from CP Limited to CPI, CP Hotels, acting 
aS a Separate profit center with its own autonomous management, 
has developed into a very competitive hotel concern with inter- 
national capabilities. The new management has renovated its older 
hotels, entered into the managed hotel and flight kitchen 


OWNED, 


Owned Operations 


hoyal York Hotel, Toronto 
Empress Hotel, Victoria 


Le Chateau Champlain, Montreal 


Le Chateau Frontenac, 
Quebec City 

Hotel Saskatchewan, 
Hotel Palliser, Calgary 
Le Chateau Montebello, 
Montebello 

Chateau Halifax, 


Regina 


Halifax 


Leased Operations 


Le Baron Motor Hotel, 
Sherbrooke 

Le Baron Motor Hotel, 
Trois Riviéres 

Red Oak Inn, Brandon 


Managed Operations 
Canada 


Chateau Lacombe, Edmonton 
FDAnNi. Oprangs Hotel, 
Banff National Park 
- Summer 
- Winter 
*Chateau Lake Louise, 
Banff National Park 
- Summer 
- Winter (opened Dec. 
Red Oak Inn, Thunder Bay 
Northstar Inn, Winnipeg 
Algonguin Hotel, 
SC eA CG GewSy,m Nie Bie 
(summer only) 


2/74) 


* - Owned by CP Limited. 
**-— Terminates upon) 30-day 


Table 20 


CeeHOUE Tow LDS 


LEASED AND MANAGED OPERATIONS, 1974 
Original 
Structure Year Number of 
Completed Acquired Rooms 
HSS) 1965 1,418 
1908 1965 416 
1966 1966 614 
L226 1966 619 
1927 1966 Dae 
= 1974 415 
= 1974 LoS 
= 1974 306 
Lease Number of 
Commenced Expires Rooms 
1964 1980 126 
ALAS 1995 101 
NOS fy a 997 oF 
Agreement Number of 
Commenced Expires Rooms 
1966 1988 328 
1968 cad 
527 
527 
1968 cd 
a3) 
250 
1974 1989 183 
Lou 1991 272 
1973 1974 200 
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Table 21 
CeO LE Seacpe 


FINANCIAL SUMMARY, 1970-74 
(Thousands of dollars) 


EEN TG, Oye LSP? oS 1974 
Operating revenue 46,149 50,442 DS) ey) 66,198 B44 273 
Management fees & 
other revenue 286 294 634 0 HS 


46,435 HO Hors Diorio Sid pp SOEs! 86,072 


Earnings before 
taxes & extra- 


Ordinary items i 8:43 4,872 5,480 Weak 8,609 
Pre-tax margin 4.0% 9.6% Shae TOR 10.03% 
Net income before 

extraordinary items 877 2,402 Pip EXO a OOM 4,449 
Net margin 1.912 Aplec Bees oS Die Ae 
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OTHER HOTEL CHAINS, 1973 AND 1974 


(Per cent) 
Commonwealth 
CP Hctels Hol2day Inns*of Hilton Hotel 
Limited Canada Limited Corporation Incorporated 

1973 1974 1973 1974 1973 1974 
Pre-tax operating 

margin Li.0 LG .0 Gosh 5.6 Seer: ree 

Net margin (ies SNe Sak Ze 4.7 4.6 
Return on average 

equity 14.6 ieee 4.7 i fa 9.4 8.7 


businesses, and built several new hotels in select locations 
across Canada. 


Moreover, it can be said that the company, through its 
aggressive plans, has introduced a degree of competition in the 
hotel business while providing additional jobs and required 
hotel facilities. While in 1969 CP Hotels employed 3,000 people, 
at the end of May, 1975, this number had increased to approxima- 
tely 8,000. The significant growth achieved by the company over 
the years in question has evolved primarily as a result of manage- 
ment decisions and marketing expertise, with the company enjoying 
no special advantage in the marketplace. 


COMINCO LTD. 


Gominco LUtderowhich had been apart Of CP Limited since the 
Pearly 1900s, was transferred to CPI in 1963. Cominco today is one 
Bf the world’s largest lead and zinc producers. (A graphical 
description of Cominco's holdings appears in Appendix G). It also 
produces significant amounts of silver, gold, fertilizer, potash, 
and coal, in addition to its marketing, exploration, and manu- 
Pacturing operations. Since 1964, Cominco has been the largest 
Pontributor to CPI'’s consolidated net income in every year except 
Myles) At therend of 1974, 35.73 of CPI"s consolidated income was 
derived from Cominco. In short, the dividend income received 
from Cominco made possible to a large extent the expansion of CPI's 
pecepibase. Since Vets transfer to CP1, Cominco has become more 
active in exploration, development of existing properties, 
acquisitions, marketing, and other activities such as manufacturing. 


Development and Acquisition 
(Mining Properties) 


In terms of developing and acquiring mining properties, 
Cominco's major accomplishments over the past ten years are 
listed below. 


- A urea complex in Calgary with an eventual capacity 
of 90,000 tons per annum was developed in 1960. 


- Pine Point Mines Limited was brought into production 
in 1964 after many years of pondering its economic 
feasibility. 


- A 200,000 ton per annum ammonium nitrate plant at 
Beatrice, Nebraska, was completed in 1966. 


- The Magmont lead and zinc property in Magmont, Missouri, 
(50%-owned) was brought on stream in 1968. This 
property has known reserves of 11 million tons. 


- The Vade Potash Mines, 14 miles southwest of Saskatoon, 
commenced operations in March, 1969, and is estimated 
by Cominco to have 100 years of reserves at full pro- 
duction. 


A 40% interest in Fording Coal Limited, along with a 
Management contract, was acquired in 1969 from CPL, 
which still owns a 602 interest. 


Cominco purchased in 1971 a 552 interest in Aberfoyle 
Limited, an Australian company involved in the mining 
Of Lingyrungs ten aeand Golan 


The company purchased in 1972 a 40% interest along 
with a management contract in CanPac Minerals Limited, 
which owns over 1.6 billion CONS OL proven cod! 
reserves. (This company is 60%-owned bya Cries) 


In 1973, Cominco put into production its 62%-owned 
Biack Angel lead and zinc property in Greenland, which 
has lead and zinc ore reserves Of 4.4 million tons. 


In addition to these developments, Cominco has made a series 
of acquisitions designed to increase its worldwide smeltirg 
capabilities and prospects in related manufacturing fields. Of 
these, the most important are listed below. 


A 40% interest in a zinc smelter and refinery in India 
was purchased in 1963 through Cominco Binani Limited. 


A 45% interest in Mitsubishi Cominco Smelting Company 
Limited, sa company that receives all of its concentrate 
requirements from Pine Point Mines Limited, was obtain- 
ed in 1965. 


In 1964, a 100% interest in Western Canada Steel was 
acquired for 306,510 Cominco Shares. The company and 
its subsidiaries manufacture and market steel products 
in Western Canada and owns a 51% interest in the 
Hawaiian Western Steel Company Limited of Honolulu. 
Their combined annual Capacity is 310,000 tons. 


In 1965, a 50% interest was acquired in Canada Metal 
Company Limited, a concern that manufactures base 
metals and alloys at plant centers acChoss Canada, 


In 1966, a 50% interest in Mazak Limited, a British 
company that manufactures and markets Zinc alloys 
for dyecasting in the U.K. was acquired. 


Exploration 


In recent years Cominco has become more active in exploration 
activities, the most important of which are: 


a 9% interest in Panarctic Oils Ltd., -a consortium 
exploration company owned by the Canadian government 
and private interests, to explore for oil and gas in 
the Canadian Arctic; 


a 75% interest in the Polaris property (Arvik Mines), 
a high grade lead and zinc property in the Canadian 


eo 3yn = 


Arctic that has estimated ore reserves of 25 million 
tons: 


- a 81% position in Valley Copper Mines Limited, which 
is estimated to contain 800 million tons of copper ore 
VoGatedel nab.C 


“wage senile res tein tie sRupiales lead and zinc property 
in Spain, where development plans are continuing and 
production is expected to commence in 1977 (this 
property has proven ore reserves of 11 million tons); 
and 


- a 17% interest of the outstanding common shares of 
Tara Exploration and Development Company Limited, a 
company that has large zinc reserves in Ireland. 


In addition to these exploration activities, which will pro- 
vide the company with a backlog of properties, a $145-$150 million 
ammonia and urea plant east of Calgary, Alberta, is expected to 
commence operations in 1976. The annual rated capacity is 400,000 
tons of ammonia and 480,000 tons of urea. 


in general, the financing of Cominco’s exploration and develop- 
ment activities is carried out by the company itself, without any 
guarantees, loans or lines of credit from CPI or its financing 
subsidiary, CP Securities. Acquisitions, development projects, 
and exploration functions are financed by internal and external 
sources, with Cominco generally taking up a portion equal to its 
equity interest. 


Market Share 


In our examination of CPI's subsidiaries, Cominco's market 
share of principal products produced appears to be significantly 
larger than most of the companies in the group. Only those 
commodities where Cominco has a significant market share have been 
considered. Moreover, we have examined its share of both the 
Canadian and world markets. Cominco operates in a world commodity 
market and the bulk of its output is consumed outside Canada. As 
indicated in Table 23, the market share of Cominco in its principal 
commodity groups has changed significantly over the 10 years under 
review. 


With regard to the Canadian smelted lead market, Cominco had 
a 100% share until 1966. It is important to note, however, that 
on a mine production basis, Cominco's share of the Canadian market 
is considerably less. As an example, it was 48.7% at the end of 
1973. Its world share during the 10-year period has declined from 
about 6% in the mid-sixties to 4.5% in the early seventies. 


In the smelted zinc group, which is the largest commodity, 
the company's share of the Canadian market has been on a decreasing 
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trend since the mid-sixties. Cominco's share, which amounted to 
between 58% and 60% of the Canadian market between the years 
Peot-bo aneclined to a, level of, 42.2%. by 1973. The company's 
Share of world production also decreased from 4.9% in the three- 
year period 1964-66 to an average of 4.2% between 1971 and 1973. 


The company’s silver production xelative to the Canadian 
Marke Ly decreased Substantially trom a: high of 24.7% in 1964 to 
POW OL eit PLO Derorey 1 rebounding torlse4¢- in 1972 anda 
19.9% in 1973. On the world market, the company remained fairly 
close to its l0=-year average of 2.3% with the exception of 1973, 
where it improved to 3.1%; however, this is an insufficient period 
to establish a trend. 


In the case of potash production, the company has not been 
a consistent enough producer over a reasonable period of time to 
establishes any, trend. “The company s share of the market in the 
year 1973 is probably most representative, and we estimate that 
Cominco's share through its Vade, Saskatchewan, mine will be about 
Pest the) Canadian market without operational difficulties. 


Prigang 


Lead, zinc, and silver are international commodities and 
Prices are established in the international market place. To our 
knowledge, there is no consistent price leader and no company has 
more than 10% of the world market. Lead and zinc prices in North 
America are established by producers and reflect worldwide market 
conditions for these metals. Handy & Harman in New York is the 
recognized silver pricing authority in North America. Outside 
North America, lead and silver prices are established by the London 
Metal change WCLMEandzing ls spriced..on a producer basis. 


Pn short, Cominco" Ss prices for lead, “zinc and silver are 
determined by worldwide supply and demand. To the extent of the 
company's dependency on these principal commodities, earnings 
performance is very strongly correlated to the price trends as 
demonstrated in Chart 7 on page 40. Additional pricing data may 
be found in Appendix B, page 75. 


Performance 


In Table 24 on page 40 we have measured Cominco's verformance 
over the past five years by comparing it to a representative sample 
of industrial mines (those included in the Toronto Stock Exchange 


Index). While the comparison is not totally consistent because 
there are certain non-mining activities of Cominco, it appears to 
be the best comparison available. In average terms over the past 


five years, Cominco's net margins and returns on average common 
equity and invested capital have been somewhat less than the 
broad industry. 


CHART 7 


Relationship Between Cominco's Net Income and Lead and Zinc Prices 


$ Millions ] Cents 


Note - There are no Canadian tariffs on lead and zinc exports. In 
the U.S., however, there is an import duty of 0.7 cents) per 
pound (i.e. $14.00 U.S. per short ton) on unwrought non- 
alloyed zinc and a 19% ad valorem duty on alloyed products. 
In the case of lead the duty on unwrought non-alloyed as 
well as alloyed products is 1.062 cents per pound (ies 
$21.24 U.S. per short ton) on the lead content of the 
proqductT. 

Table 24 


COMINCO LTD. 


MEASURES OF PERFORMANCE, 1970-74 


(Per cent) 
5-year 

1970 LFA. LOT 2! Love 1974 Average 
Return on invested capital: 
Industry DM a. 6 oul ay gee BR 9.4 
Cominco G37 Ce 4.8 BA? 1526 Grae 
Net margins: 
Industry 16.6 9473 TRG 14.4 Les LER 
Cominco a0 4.7 6.4 95:6 12332 8.4 
Return On average equity: 
Industry 14.8 Sa Oo L9G Loe) 14.0 
Cominco Cia 4.4 6.6 ee eS eae | gM hat 
Pource: Financial Post, Cominco Annual Reports. 
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While margins for both the industry and Cominco have fluctuated 
widely with a change in the business cycle, the general trend has 
been a reduction in margins and returns in the 1971-72 period from 
the previous year and an improvement in 1973-74, when there was a 
worldwide commodity boom. In the past year, Cominco has become more 
profitable than the industry because of the contribution of its 
offshore subsidiaries and the development of its non-mining classi- 
fied business. A more detailed breakdown of the company's per- 
formance with selected financial data is presented below. 


Financial Summary 


Table 25 sets out profitability figures for Cominco from 1970 
to 1974, and other financial data that show growth over that period. 


Table 25 


COMINCO LTD. 


FINANCIAL SUMMARY, 1970-74 
(Millions of dollars) 


1970 i197) O72 O'S 1974 

Protatabi lity 
Revenues Sig ae) Bile 6 Sw spall 517.8 TEARS | 
Earnings before taxes 41.9 25 20 390 95.0 195.4 
Pre-tax margin Wied eS Ore 10.4% 18.2% 24.6% 
Income taxes 1 ha ones Eee 45.5 93°92 
Net earnings before 

Minority int. & equity 

interest BOre Vt ipea 2A 4955 WO ere 
Deduct minority interest oul! 4.4 3.4 aa | ties 
Earnings after equity 

interest of associated 

companies AEN Ta 32.0 2065 4:39 84.1 
Equity in net earnings 

of associated companies 0.9 Oy AS) 0.6 ite) Dive 
Net earnings before 

extraordinary items 24.9 (ROIS) alsa 42.8 8G.3 
Selected Financial Data 
Capital expenditures: 

Cominco Limited 31.0 B00 44.0 Si eae, 59.0 
Associated companies 21.0 48.0 20.0 4.0 ao 
Long-term debt 89.6 LORS eG 146.5 15 Goa 
RSegaes Ol Capitalization 2. bs PARES: 22S HG AeN 3 22.4% 
Shareholders' equity 305.4 Citak ak B2 552 B46.59 Bae. 2 
Rees GeOLecaplialirzations 725 2% Gortes 63.0% 59.5% 61.9% 
Total assets 498.4 554.4 Bw Onis 6737.2 7 Oe a7. 


Stock Market poate 


In Table 26, market data to time of writing is presented. 


Table 26 


COMINCO LTD. 


STOCK MARKET DATA, 1970-75 


LOA WGI 1972 OS 1974 Oe e Om Naas) 

Share price 

- high $35~-5/8 $25-3/8 $30-3/4 $39-1/4 $35-1/2 $35-174 
- low Ole AS 17-7/8 22-5/8 24-7/8 ps DA 3/4 
Earnings per 

share Sh 5 SO $1.00 $1219 $2552 $5.08 53.910 
ive) napekie We 

= Cer leuieya Pees ie 715) ci DS 8) ESeG Hae Shey 0 

= One low eZine ile GEO Oro AS 6.3 

- on average Lees Zyl Qe iW 88) 6.0 heat 
Dividend $1.40 $0.70 $0.80 Sle en: $3.00 $1.50 
Yield 

= hal [qianeilel 39% 2.8% 270 3.28 8.5% 433 

= toa iheyy fs ree) Sine 5a dl PSy..6 Geet 
Summary 


Cominco has become one of Canada's largest mining companies, 
with multinational capabilities. The company's program of resource 
development has contributed materially to Canada's export activities 
and ability to compete in offshore markets. In addition, the 
company and its parent, CPI, have assisted in the financingeas 
jointly owned ventures engaged in new development and exploration 
in Canada and abroad. In spite of its size and growth, the company 
possesses no monopolistic powers in terms of markets served and 
prices charged. Moreover, Cominco has added significantly to 
employment opportunities in various sectors across Canada and its 
consolidated number of employees has increased from 8,356 in 1962e 
the year of its transfer to CPI, to 12 ,38leby the end) ofela7s 


MARATHON REALTY COMPANY LIMITED 
ne EEE ANE LIME TED 


Marathon Realty Company Limited ("Marathon") was incorporated 
In LUGO eace as wholly-owned subsidiary of CPI. Today, the company is 
a full-fledged real estate company with interests from coast to 
coast. Originally, 845,695 acres of land were transferred to 
Marathon (at cost), along with exclusive rights to purchase over 
1,000 acres of urban centre land if they became surplus to railroad 
needs prioreta January 1, 1975. We estimate that Marathon's land 


Molagings as of March, 1974, included approximately 550,000 acres 
St agricultural land, 650 acres for industrial parks, 200 acres 
Suitable for shopping centers, options on 1,000 acres in urban 
centers (16% exercised), and air rights on an estimated 150 acres. 


Through the years, Marathon has consolidated and upgraded its 
existing land holdings by buying and selling land, developing and 
expanding its income producing property base, and acquiring 
interests in income producing properties and companies. Major 
joint ventures and acquisitions included; 


- 100% interest, by 1968,in Foundation-Scottish Proper- 
tieseita.) ownereor thie PlacesdusCanada office building. 
Originally Foundation Company of Canada held a 75% 
interest and the other 25% interest was held by the 
Scottish Trust Company, a previous subsidiary of 
Marathon, now dissolved, which owned the land leased 
Forethesbuiddings 


- a 100% acquisition of the Husky Tower Limited, a part 
of the Palliser Square Development project in Calgary, 
by 1970 and now named Calgary Tower Limited; 


- a one-third interest in Project 200 in Vancouver, a 
waterfront development project on land and air rights 
formerly owned by CP Limited (Phase I has been completed) ; 


- a 63-1/3% interest by late 1975 in Marathon Aviation 
Terminals Limited, a company that develops and leases 
alvreraiteandvairport facilities throughout Canada. 


Ineacddition tovthis dst of developments; Marathon has con- 
tinued to expand its revenue-producing base by developing commercial, 
industrial, and residential properties for the most part on land 
previously owned by CP Limited. By 1974, Marathon owned and operated 
tomortace buildings, 24 shopping centers, 4. industrial parks, 70 
industrial buildings, and 1,100 residential units. A breakdown 
of the estimated square footage of these properties by type is illu- 
strated in Table 27. 


Table 27 


MARATHON REALTY CO. LTD. 


TYPE AND LOCATION OF PROPERTIES, 1975 


Property Type Area Location 

Office buildings and major 1,900,000 Montreal, Toronto, Cambridge 
commercial complexes Sie. guacr (Ontario), Calgary, Vancouver, 

Barrie, Kitchener. 

Shopping centers and other 77900, 000 24 centers across Canada. 
retail Sq. £t. 

Industrial parks and other 3,200,000 Montreal, Sudbury, Calgary, 
industrial SQis) abies Edmonton, Toronto. 

Air cargo (50% interest 1,750,000 Principally Montreal and 
Marathon Aviation Terminals) sq. ft. Toronto 

Residential 00 Vancouver, Calgary and 

units Edmonton. 


Any es 


band jbeve lopment arolicy 


In our view, the overall concept with regard to the lands 
that Marathon purchased from CP Limited centers around the develop- 
ment of those land assets that are no longer required for trans- 
portation purposes. Prior to the creation of Marathon, these lands © 
were under-utilized and, in many cases, were allowed to lie dormant 
in an unattractive condition similar to that of railway properties 
the world over. In short, much of the company's urban land com- | 
prised freight and passenger yards designed for 19th century trans-= | 
portation requirements rather than its adaptability to a rapidly | 
changing urban environment. Marathon, in conjunction with the 2 
. 


various governments concerned and real estate partners, had devel- 
oped these assets, creating badly needed commercial and residential 
Space and improving transportation accesses. Examples include the 
Palliser Square in Calgary, Project 200 in Vancouver, and the Peter= 
borough Square Development. Moreover, substantial industrial park- © 
land, largely adjacent to railway yards, has been fully developed | 
to meet the requirements of the industrial expansion in the sub- | 
urban regions of Canada. Although the company has not been signi- | 
ficantly active in the residential area, the 1,100 units that it | 
has developed over the years reflect some usage of dormant railway | 
property for this purpose. Several of the company's future projects, 
such as the urban renewal development planned for the False Creek 
area of Vancouver, will be a major attempt, to utilize its) dane . 
holdings to improve the environment as well as providing badly . 
required Housing in the area. The company's policy with regard to 
its agricultural properties has been to generally upgrade its 
holdings by selling certain portions and acquiring others. Gp 
general, the policy of Marathon has been to utilize its land to 
expand its revenue producing base from commercial, industrial, 
residential and agricultural properties, with the general support 
of the governments and the public concerned. 


Select Development Projects 
eee te evel OPpmiei Le: LO JeCrs. 


Following are descriptions of six of Marathon's current develop- 


ment projects: 


- Project 200 (Vancouver). This very large Vancouver . 
waterfront development is expected to cover approxi- 
mately 20 acres and includes office buildings, related 
shopping centers, a new rail terminal, port facilitiess 
apartments, hotels, and parking for more than 1,200 : 
cars. The first phase, costing approximately $18 million, 
is currently occupied and consists of a 30-storey office 
tower, a 38,000) sq. ft. wow, rice building for commercial 
and banking interests, as well as an attractive pedes- . 
trian plaza. Marathon, Woodward Stores, and Grosvenor- | 
Laing formed a partnership to undertake this complex. 


~ Peterboroughmscquane (Peterborough, Ontario). This down=— 
town renewal project situated on a 9-acre site will contain 
223 D00MSCie ftw otmnetst | Space, a 186-room hotel, a 
marina, and an office building! WAstor fehis date, the | 
major portion of the project is completed and ready 
for occupancy. 


eel Aan \ 


~ Arbutus (Vancouver). This 35-acre development is an 
apartment condominium and town house project in an 
Sxcinvgsive —ArealoLn Vancouver, whitch will include a re- 
tall shopping center, recreational facilities, and 
amtuiiy londacaped perk, «Marathon will sell all the 
town houses and apartment units, but retain the shopping 
center. sAt this point ain time, the first phase of 
Chem projcctmcecomplercananda l/99units have been sold. 
Phase 2 is in progress at present, and when fully 
completed will include sale of an additional 118 
condominium units. 


- Metro Centre (Toronto). Considered to be the largest 
is a joint partnership between CNR and Marathon, which 
will eventually cover an area of approximately 180 
acres. Metro Centre is intended to include a new 
PrenscooLtcati on center, eascOommunication center, office 
buildings, and various residential and commercial 
pace eres wee LoloceDr OveClUsloes wlisdn the early develop= 
ment phase and is currently awaiting approval of the 
pedena ly = provincial, andemunicipal governments before 
Construct 1on can commence. (Study of this project has 
Geased pending approval of transportation requirements.) 


Gemvalscce Greek | Vancouver)® SALspresent in the conceptual 
phase, this proposed development of 140 acres on the 
north side of False Creek envisages eventual construc- 
tlon Ooflo, 000 residential units, both bigh-rise. and 
low-rise, and a marina (now under construction). Un- 
ikesthe Anburus: project,. Marathon will lease all of 
these units. 


- Angus and Westmount (Montreal). These projects are a9 
the formative phase and will include development of 
land in excess of railway needs. 


Performance 


In general, the growth of Marathon over the past 10 years has 
been impressive. While the company's progress has been enhanced 
DYVe csenugem and noldings, «the size. and, rate of its development 
has been above average when compared to other companies in the 
redipectate industry. ssinespite of this prolific expansion, the 
company's contribution to CPI remains small compared to CPI's 
other holdings (Table 28). 

Table 28 


MARATHON REALTY CO. LTD. 


ANNUAL RECORD OF GROWTH, 1964-74 
(Mil itensictitdel lars) 


Compounded 
Annual 
1OCtee L965) 1966" 41967" 2968 1969 1970 1971) 1972 1973 1974 Growth 


Revenue 2RAP Bie 4.5 6.9 Hes kes 2d Ua Pees sey sisal sew 373 


Net 
income Olea dl 0.8 06 12 I ese Paral l ao: eS Sat! 47 5.6 23% 


Asset Value 


Although it 1s difficult to assess the value wf Marathon’. 


landholdings by themselves, 
WOrth jason Table 729% 


Table 29 


MARATHON REALTY CO. LTD. 


VALUE OF ESTIMATED LANDHOLDINGS, 


Lo 


they may be roughly estimated to be 


Estimated Market Value 

Type Acreage Market Value by Category 
(000) 
Agricul turad 550,000 $50 per acre $27, 500 
Industrial ark 650 Pepe ress, ot Ps Bey to | 
Shopping centers 200 2 Dele SO a ft lL] ,.424 

Urban centers 
Options exercised 160 6 per sq. ft 41,802 
ALY F2onts 150 Ph oles a Te ba = REN 13,068 
$128,108 
* - Assuming government approval of Present. ang sucure 


applications at rates advantageous to the company. 


Stock Marker Share 


Although Marathon's growth has been substantial, the company 


1s not the largest real estate company in Canada in terms of 
revenues from income producing properties, property book value, 


cash flow, “and net anecome, 


(See Table 30.) 


Larger companies in 


tha's* Lilelo arewsteizec: Abbey Glen, and Cadillac Fairview. 


Table 30 


MARATHON REALTY CO. LTD. 


INCOME STATEMENTS, 
(Thousands of dollars) 


Revenues from real estate 
and other operations 
Operating & administrative 
expenses 

Interest 

Depreciation 
Pre-tax income 
Provision for income taxes 
Current 

Deferred 
Total 


Net income for the year 


Lor 


Pea PANS 


AS nent O18: 
6,386 
1,462 


elie a gH 


(cee 
yh 


aC 
Ng Bete 


46 - 


AIS DY) 


4 


Le 


520g 


Bip a a 
1G Notes: 
FPS AGH 


Ae0 ia 


far 
ue: 


1548 
Syn elee 


LoS 1974 
35,384 50,694 
7 es 28,540 
ee Eye oF 
PORE AL 2,428 
(peg ke 2, bo 
SG PED 
27 ROM, Speer 
orl hi ks) 4,205 
Ake by ode 


Marathon's balance sheets for the years 1973 and 1974 follows 
Liab. emo t. 
Mab ter 4. 
MARATHON REALTY CO. LTD. 
CONSOLIDATED BALANCE SHEETS, 1973 AND 1974 
(Thousands of dollars) ; 
Los WS) LOW 3 1974 
Assets 
Cash 66 IO, Banke andebtedness Wigh py SvA®) S20 
Rent & Sundry Pehle 7 ah7 uecoblnicis! jexehiciellter fs. 
Due from atta lvated acecnEued Wrabilitteres Shp SHO) 97 146 
COS. Daf oS) 2,703 Dividend payable My, SSG, 1 5 SMG, 
Mortgages, loans & Amounts due to affiliated 
agreements for sale 4,352 Brie 14 COSE 
Prepaid expenses Demand loan Ia ASS Walaa 
& other deferred Accrued interest iL Syeye, IL fa) Eh: 
expenses 2 3088 Aaa ea, Other Ie 0165: 352 60 
Condominiums under 
COus ELUGEZOn Ns Long-term debt UNO) pp SVEN NPN 18s Bi 55 
held for sale 5) Oey Ss) 5,436 Deferred revenue & 
other deferred De Seiten gy 2 AS) 530) 
Deferred income taxes 8) eS) e) aos 
Suloscioneeid! Wl peel IS ise 
Investment & Advances Shareholders' Equity 
AS'S'OG.. COS... 1S oes Op R26 Ceyoniceill Greek 362 010 316), 2.010 
Other 2,000 1,800 Retained income 9) pA Be sia: 
Subtotal shareholders’ 7 
Properties equity AA 632 ANT = See! 
Land AN) 20) 54,967 Total Gee 43) 488 
Building a S2 3 
EonStEucevon) Lm 
progress ih 27,298 Ae ee 
Subtotal ico oS D2 2r S896 
Less: Accum. 
depreciation OF 82 OZ) elt 
moze! 64a OF Is HOS) 
eo Gy elnles 243,488 


Summary 


Since its incorporation under (he CP reeconcep teatime sas, 
Marathon has become a significant factor in the Canadian real 
estate industry. The company has used its land base to provide 
necessary commercial, industrial park, agricultural, and resi- 
dential space in many centers across Canada. While the company's 
land assets are greater than those of any other real estate firm 
in Canada, it enjoys no particular advantage in obtaining capital 
or marketing rental spaces = Durings ene course ouercesmpLouLecar 
Marathon's labour force has’ increased from 320 in 1967 to appro. 
mately 850 at the end of 1974. 


COMMANDANT PROPERTIES 


Commandant Properties Limited was originally incorporated in 
1929 and 40%¢-owned by CP Limited. ~CP Limited proceeded to, scauuee 
the remaining 60% in 1930 when the original promoter of the 
Seigniory Club Inc, a private recreational club, tatilcattom ie 
up to his development commitment. This facility, which remained 
a private club for many years, was converted into a year-round 
hotel resort in 1970. In 1974, the hotel and its fscrlrtieseae 
well as the land immediately surrounding the area were sold to 
CP Hotels. The remaining assets of Commandant Properties comprise 
over 100 square miles of land 80 miles west of Montreal and 40 
miles east of Ottawa. In 1975 Commandant Properties, whose pur- 
pose is to manage and develop the real estate, forest products, 
and recreational potential of the company, was acquired by, and 
is now a wholly-owned subsidiary of, CPI. 


THE GREAT LAKES PAPER COMPANY, LIMITED 


The Great Lakes Paper Company, Limited ("Great Lakes") ame 
medium-sized Canadian producer of newsprint, sulphite and bleached 
kraft pulp, and stud lumber, primarily for export to the United 
States. Located in Thunder Bay, Ontario, the company shipped 
524,345 tons of newsprint and pulp in 1974, resulting in sales of 
$114,400,000 and net income of $14,938,000. 


CPI's first exposure to Great Lakes occurred in 1964, when 
1t acquired a 3.31% interest. on approximately 137,310 shares of 
the outstanding common equity. The position was increased to 113 
in 1967, 25.7% in 1968, 42.2% in 1969, 51.4% in 1971, and 55040 
by the end of 1974 Thestotalwcostuopethe present holding#ees 
estimated to be $46,661,720 or $23.32 per Great Lakes share. The 
current market price of Great Lakes' shares is $22.25. Practically 
all of the increased ownership of the comvany was acquired through 
open market purchases. 


Although the specific reasons for the acquisition are not 
documented, it is our belief that the following were primary factors: 


- it was considered a good investment in an industry that 
had excellent long-term prospects; 


-~ Because of the relatively small capitalization, the 
acquisition could be completed within the capital 
limpcatitons .omibhe: growing nCPiy 


- It enabled CPI to diversify out of western Canada, 
where the majority of its resource holdings were 
located. 


All available information indicates that the acquisition of 
Great Lakes was not publicly opposed by the management, shareholders, 
or directors of the company. In addition, we find that no opposi- 
tion was expressed by governments or special interest groups. 


Market Share 


The company has a relatively minor share of the market for 
Canadian newsprint and pulp, as illustrated in Table 32. 


Table 32 
THE GREAT LAKES PAPER CO. LTD. 


SHARE OF NEWSPRINT AND PULP MARKETS 


1964-74 


None 176s Locom toe7 P1968 1969 1970 “A9s7l, L972 LORS. “974 


(Thousand tons) 


Newsprint 


Canadian 
shipments 7,310 77747 8,385 Pp I6Re, O96 uay / Oieee 104, 8, 356209,901 9,199 9,597 


Great Lakes 
shipments 296 33) 7 374 362 SUAS) Suey 335 341 339 414 347 


Share of 
market Ae Odea B54) 046% 4. 54e 3.89% 3.973 3.85% 4.07% 3.80% Aa on a Oe 


Bleached Kraft Pulp 


Canadian 
shipments Teoma Iees 0241s, su so9e oy 700 4,953 4,926 5,264 
Great Lakes 
shipments 16 89 ea Det 168 Pes 166 166 186 nee 
Share of 
market Tee ate eG 5S ee ee 4 58 8 15. 0b 4e52  B58h- 3.8% 3.4% 
* — Strike year for the Canadian industry. Great Lakes unaffected. 


Over the 10-year period reviewed, the company's share of the 
newsprint market has remained essentially unchanged. On average, 
its market share has shown a minor decline since 1965. 


Average Market Share 


19 Geo Oy, 4.45 
TEM Gy 12 Noe) 4.13 
O62 Oe 1 Oe, 
Ve 7k Pe aps: Ari US 


Between 1965 and 1967, the company had 4.45% of the market for 
Canadian newsprint. This percentage declined to 4.133 between 
1967 and 1969 and to 3.97% between 1969 and 1971. aA slog 
improvement to 4.13% was achieved in the 1971-73 period, but celia 
average is somewhat overstated because there were significant 
strikes among other companies in the industry during that perioar 
In 1974, which was affected by a strike, the market share of the 
company's newSprint operation was 3.63. 


The trend in the company's other principal product, chemical 
pulp, has not been fundamentally different from newsprint, al- 
though there did appear to be a declining market trend from 1971 
onwards. Great Lakes' pulp market share increased Significantly 
between 1964 and 1967 as a result of additional Capacity, remained 
essentially unchanged between 1967 and 1970, and declined from 1970 
to 1974, (but 1974 was affected by a strike). In 1973, a new 
Capacity increase program was announced by Great Lakes. 


Senos gre 


Te sprlvCinGg = oLrsGreasuehaccee principal products, pulp and newse 
print, are a function of the North American price for the respective 
commodities. These prices are largely set in the U.S. market, where 
the majority of the free world's production is consumed. Great 
Lakes, with only 3.5% and 4.5% of the markets for Canadian pulp and 
newsprint, respectively, is not a price leader and generally follows 
the industry. As is evident from Chart 8, there has been a fairly 
close correlation between the price of these commodities and the 
company's ot;erating earnings. 


Between 1964 and 1972, prices of newsprint and pulp increased 
only marginally at appreximately 1.2% and 3.0% per annum. Given 
this fairly stablewmarker price, together with excess capacity and 
operating expense increases in excess of sales increases, the 
company's operating margins deteriorated from a high of 35-2298 
1964 CoO"a low sof 15. 72a o 77m eae result ofesigqnificantis: 
improving newsprint and pulp prices in the North American market 
from 1972 to 1974, (a function of Significantly greater demand with 
little additions to Capacity) Great Lakes' sales and Operating 
earnings increased at unprecedented rates. (Newsprint prices for 
the 1964-74 period are found in Appendix E). 


Relationship between the Great Lakes Paper Co. Operating Earnings 
and Newsprint and Pulp Prices 
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Performance 
The company's sales and earnings record is set out in 
tables 33% 
aD ewes & 


THE GREAT LAKES PAPER CO. LTD. 


FINANCIAL SUMMARY, 1970-74 
(Thousands of dollars) 


1970 Jee AL oye OVS T9 7A 
Net sales Te 22 shes eo) ye) lees! 92 B25 Be 4 Ae 
Operating profit DS eG LV 446 10,892 21,300 5 (35 344 
Operating margin 2s 185.0% Laas 2 es 34706 
Interest on 
long-term debt eh PREM ONS: he Ts Oo Lp ie3 
Depreciation Se Bi 5 oa 6,085 & 454 Lpeee 
Earnings before 
income taxes 5,020 Bae PX ae WA 13.7 Ge 726 
Income taxes 4,475 Zi LO Lye 5 S400 ORI ia 
Net earnings 4,345 Be el 1,608 di, Oe OLAS oes 


In the table below, we have compared the five-year profita- 
bility performance of Great Lakes with the general forest products 
industry. While such a comparison is not ideal since the company 
is not involved significantly in logging and lumber activities, we 
have used the industry comparison for a lack of a comparable com- 
pany. On this basis, Great. Lakes has generally outperformed the 
industry in terms of the three standard measures of profitability 
(Table 34). 


Table 34 


THE SGREAT CDAKEGRPAPER, CO. LTD. 
PERFORMANCE COMPARED TO INDUSTRY, 1970-74 
pb meetsnleteatesblarsEalitesvont ested ae Dae Ae nel Saw eh atin a cole Js. eee 


5-year 
Ae had LO Falk 1a BP Lays 1974 Average 


Net Margins 


Industry 2.6% HE ALOK Page 6.63% a ie 4.4% 
Great Lakes 6.0 4.6 Tge Bilge NES eek Sed 

Return oOnendulcy, 

Industry 4.3 2 aire Laoag elec on 

Great Lakes ACS ete Cia ees 2 oe 32.06 lig 

Returnon 

invested Capita: 

Industry 374 Pye Sewe: 8.6 Ua acy! Spe 

Great Lakes ieee Sits 3.6 Page Por of 


In general, the superior performance can be attributed to the 
fact that the company is in the newsprint and pulp market princi~ 
pally, and accordingly is not as Subject to the violent fluctuations 
that have been characteristic of the lumber and logging industries. 
Secondly, it is our view that the company has an excellent manage- 
ment group, whose decisions have resulted in greater productivity 
Piieprotitabiiity,. 


Stock Market Data 


Following is relevant market data on the company over the last 
five years (Table 35): 


Table 35 
THE GREAT LAKES PAPER CO. LTD. 


STOCK MARKET DATA aio 0S75 


1957.0 LOT. L972 Logs 1974 Lo) a 

Share price 

= high pio S2i-l/2 yo 2l $30-1/2 $26 $25 

- low 15-1/2 12-1/2 14-1/2 19 14-1/2 14-3/4 
Earnings per share hh Map ea $0.90 $0.45 ecg $4.14 lech © 
Price/earnings ratio 

- on high 2027 23,529 A Ger 1435 G3 1450 

- on low 123 £3.29 Be <8 8 eis) 8.3 

- on average 16.86 1 ee 5925 Ls s A 9 iid er 
Dividend $1.00 $0.65 SOr ou - - = 
Yield 

- on high 4.0% 3.0% 1.43% = oe = 

- on low SS) 5x2 2 = = = 


Summa ry 


Great Lakes Paper is a highly efficient medium-sized pulp and 
newsprint producer. The company's share in the markets it serves 
is small and its pricing structure is determined by supply and 
femand condi tions, principally in the U.S. market. Largely as a 
result of good management, Great Lakes has remained very profit-— 
able. Moreover, the company's affiliation with CPI has enabled it 
to draw on the financial resources of the parent to complete its 
expansion plans. In the 1964-74 period, the number of people 
employed by Great Lakes Paper has increased from Pen OOO s, OOD! 


CANPAC MINERALS LIMITED 


CanPac Minerals Limited, 60%-owned by CPI and 40%-owned by 
Cominco, is CPI"s mineral exploration arm. The company Ss pr. 1 ams 
pal assets are 1,668.23mil lyon sons ot thermate cod sect ee 
million tons of coking coal: CanPac Minerals was incorporateawas 
a wholly-owned subsidiary of Canadian Pacific Oil and Gas ("CPOG") 
in 1969 for the purpose of developing non-petroleum assets and 
acquiring promising properties that would enable CanPac Minerals to 
prosper as a self-sufficient enterprise. Prior tothe mergecace 
Central-Del Rio Oils with CPOG in 1971) certain oe CPOGtsmcoal 
assets and other non-petroleum assets were transferred to CanPac 
Minerals. These included Lethbridge Colbieries: Limited,. Arale 
Coal Limited, potash-bearing lands in Saskatchewan, mineral explora- 
tion rights, the non-coal and non-petroleum mineral rights of the 
E&N lands on Vancouver Island, and various other mineral rights, 
the majority of which were coal properties in Alberta. The minerem 
rights of the E&N lands were later relinquished to the province of 
British Columbia when it became apparent that the B.C. Mineral 
Land Tax Act of 1974 would substantially increase the tax liability 
of the lease holders. (Of the =L60)955eaceesuinyvo! Ging) Giese 
mineral rights, 135,639 were surrendered to, the crown 


CanPac Minerals has continually concentrated on coal explora- 
tion activities. In 1969, the company received a 15-year coneenm 
from Japanese interests to develop its) Fording propertiea ae 
Fording River in B.C. This property contains some 32,735 acresmems 
Crown licences and is operated by Fording Coal Limited on a Yoyaues 
basis. (A more detailed review of the Fording properties and 
Fording Coal Limited will follow under a separate heading.) 


In 1971, CanPac began a more aggressive exploration, develop- 
ment, and acquisition program, primarily in the thermal coal tie 
Concurrently, CanPac negotiated to purchase Dynamic Power Corpora- 
tion Ltd., which owned 60% of Ardley Coal, and through which 
CanPac acquired additional reserves totalling approximately 336 
million tons of recoverableweceal. (Prior to 1971 Ardley Ceadiwee 
60%-owned by Dynamic Power and 40%-owned by CanPac Minerals.) 


In 1972, an agreerent was signed with Calgary Power Limited 
to develop the Wabamun coal field. Under the terms of the agree- 
ment, Calgary Power was to receive the bulk of the output and pay 
a royalty to CanPac Minerals. By the end of 1972. the company 
owned proven reserves of 1,668.2 million tons of thermal coal and 
133.7 million tons of coking coal in the Ardley, Brooks, Lethbridge, 
Morinville, Tofield, Sheerness, Battle River, Wabamun and Dodds- 
Round Hill Treaionssor alberta 


While the reserves of CanPac Minerals are substantial by 
Canadian standards, they are not at this time sufficiently develop- 
ed to be a major contributor to CPI. The net income produced by 
this subsidiary amounted to only $445,000 in 1973 and $747,000 in 


fogs) Recently, however, CanPac: Minerals and Calgary Power 
announced a major power project for western Canada to be developed 
over an extended period of time, probably 10 years, calling for 
the largest thermal generating station in western Canada, with 

Bix 375,000 kilowatt power units. The property, which covers 
seeOoOr acres, cU mites southwest of Edmonton, 1s estimated to 
eeepc) ica bye300 million» tons jof coal) trom CanPac over a 35- 
year period. 


Summary 


Sincemresmncorporation, and mranster (to CPL, CanPac Minerals 
has consolidated its holdings, conducted feasibility studies on 
§ts reserves, and brought several properties into commercial pro- 


duction. Now under Cominco's management, CanPac Minerals has 
become one of the most promising coal energy companies in western 
eanadea, Although Gt 1S somewhat premature to’ evaluate the com- 


pany's performance on an economic basis, it is apparent that its 
development of the Fording property and planned development with 
Calgary Power* will materially assist the economy of the region 
through capital investment and employment of people. 


FORDING COAL LIMITED 


Fording Coal Limited, 60%-owned by CPI and 40%-owned by 
Cominco, is the operator of a coking coal property owned and 
Heased by CanPac Minerals Limited. Incorporated in 1968 to take 
advantage of the developing demand by the Japanese for western 
Canadian coking coal, the company did not commence production 
eee o7 eet neApn) MOofethat year, etording Coal began operations 
concerning the 15-year contract with the Japanese (discussed in 
the section on CanPac Minerals) for delivery of approximately 45 
Million tons or three million tons per annum. (An explanation of 
the Japanese contract is included in Appendix C.) 


Fording Coal is a relatively young company within the CP 
group, and only recently has overcome its operational difficul- 
ties to the point where it has become profitable. After recording 
pmloss in its first year Of Operation in 1973, the company has 
reached a profitable position based on continued strong export 
demand, higher prices, and improved operational conditions. By 
the end of 1975, the company is expected to be producing at its 
Maximum rated capacity. 


Today, Fording Coal is one of the largest western Canadian 
coal operators. The company, however, enjoys no special market 


or pricing power and its commercial success or failure is, to a 
large extent, determined by worldwide supply/demand conditions. 


* - Pending approval by the Alberta government. 


- 55-5 


Since its first full year of “operationsinm 1973 perording Goan 
has recorded the following net income: a loss of $5.9 million in 
1973, a profit of $iS2i mili ton anele 7 40 ean are. eto 
million: an the first none months oo oes 


Per Can 

Fording Coal's pricing structure is determined by negotiations 
with Japanese interests. Im addition to Yording, the Japanese 
negotiate with four other western Canadian coal producers who 
enjoy similar long-term contracts. “The ‘contractua! periocwo mie 
five major Canadian producers follow. 


Producer Period Quantity 
(000 tons) 
Kaiser 1973-1984 52 oe 
Fording LO T2— 1987 44,500 
McIntyre Lo eye, = 
Coleman 1967-1982 18,425 
Cardinal 1970-1985 ZO pe oOU 


The price of coal is set in the international marketplace weet 
the U.S. price sétting the precedent. Each company's, price a= 
negotiated on an individual basis with Japanese interests, usually 
around March 31, the end of the Japanese fiscal period. Therese 
no price leader and no particular company dominates the market. 


In addition, the price of coal 1s a function of ats gua 
as determined by its ash content, BTU rating, and volatility 
the distance to market. As a result of their location, similar: 
quality and markets servec, western Canadian coking coal prices 
are approximately the same. 


As is evident in Chart 9, the prices received from the various 
producers have tended to trend upward in recent years based on 
exceptionally high worldwide demand, and have increased dramatically 
Since 1972 when all the major producers were operating. From thar 
year onward, average prices have increased from $17.04 in 1972 to 
$20.20 in 1973, to $26.75 in 1974, and to an estimated $47.60 
in, April vor L975. 


Summary 


The development of Fording Coal was made possible through the 
financial support and backing of CPI and Cominco. In addition to 
providing jobs in a depressed area of British Columbia (the company 
currently employs 850 people), the company has aided Canada's 
balance of trade position since it exports VErtcue lly %a lO ties 
output. Because of its small size in relation to the other parti- 
cipating companies, Fording Coal enjoys no special advantages in 


CHART 9 


Canadian Coking Coal Prices 


the world market. Through its development by CPI the company has 
been able to benefit from the growing demand of the Japanese for 
Cenadian coking coal. 


THE ALGOMA STEEL CORPORATION,. LIMITED 


The Algoma Steel Corporation, Limited (Algoma) is Canada's 
third largest steel producer and accounts for approximately 20% of 
domestic market shipments. In 1974, sales were $475 million and 
earnings were $54 million. The company's principal products, 
plate and sheet steel and structural steel, account FOr approxi— 
mately 77% of its shipments. In addition, Algoma owns a 43% equity 
interest in Dominion Bridge Company Limited, a major construction 
engineering firm with sales of over $370 million. (A discussion 
of Dominion Bridge follows this section). 


CPI's initial position in Algoma Steel was acquired in 
September, 1973, when the principal shareholder, Mannesman A.G. of 
West Germany, offered to CPI 2,902,113 shares or approximately 25% 
of its outstanding common stock. From that period until the end 
of 1973, CPI made open market purchases of Algoma totalling roughly 
607000 shares. In the first five months of 1974, CPI's holdings 
were increased by 417,850 shares. The highest shares traded during 
the period were $28 with the lowest approximately Peon) On 
June 14, 1974, CPI made an offer to the common shareholders or 


Algoma to purchase an additional 2,500,000 shares at a price of 
$32 per share, well above the prices recorded on the various 
exchanges over the previous year and a half. The tender offer 
was successful, bringing CPI's share of Algoma to 50.5% of the 
outstanding common equity, or an estimated 5,899,961 shares. In 
total, the acquisition cost CPI $150,429,000 or an average price 
of $25.50 per share--the same as the market price at time of 
writing. To our knowledge, there was no significant opposition 
to the acquisition by the shareholders of Algoma, the officers 
and directors, or the public in general. In fact, the offer 

was oversubscribed. 


In our view, the fundamental reasons for the acquisition of 
Algoma were (1) because a controlling block had been offered by 
a foreign holder and (2) because CPI considered Algoma a basically 
sound investment in terms of price, which reflected an undervalued 
Situation, and longer-term potential. 


The purchase of Algoma Steel by CPI represented a major entry 
by the company into the steel business. While it is still too 
early to determine the effects of the acquisition, it is our? vie 
that it will not materially affect the competitive position of 
the “steel vindustry. The initial acquisition of a control block 
effectively repatriated what had been in foreign hands. Day-to-day 
Operations of Algoma are left to management, with CPI merely 
monitoring activities. At the present indicated dividend rate, 
CPI's yield on its investment in Algoma is approximately 6.58, 
considerably less than its average borrowing costs on the funds 
required to make the transaction in the first place. 


Market Share 


AS apparent in the tables below, the overall market share 
of Algoma Steel, both in terms of production and shipments, has 
been on a declining trend over the past 10 years. Production, 
which accounted for 25.6% of the market in 1964, declined to 
18.8% in 1972, where it appears to have stabilized. The same 
trend is evident in Algoma's steel shipments. In 1964, the 
company shipped 24.9% of all steel shipments in Canada. This 
had dropped to 20.9% by 1967 and 18.43 by 1971 From 10 74eco 
1974, the market share decreased marginally to between 17.8% and 
17.6% and appears to have leveled off (Table 30 )— 


Table 36 


ALGOMA STEEL CORPORATION LTD. 


MARKET SHARES OF PRINCIPAL PRODUCTS, 1964-74 


1964 1965 1966 1967 1968 1969 1970 OTe 1972 1973 1974 


Raw Steel (Thousand tons) 


Production 
Canadian 

industry 8,968 9,904 9,821 OF 5405s OO Seis eee OCA OO 2 mela >a O NAO 
Algoma 

Steel 2s On 2,486 De sya y) 207s 2, enk Lp 2S 27495 2,360 2,426 2,650 Ba Tes 


Share of 
market 256 DS) 5 MS B35 98 DWI Z2OR4S ea 20 a5 IN) Ws 18.83 18.2% Ike) 72 


Steel Product 
Shipments 


Canadian 

industry 6,710 Halon G2 8 6,980 Sra 7,985 9,085 9,221 OF o508 10,9386 11-439 
Algoma 

Steel 670 Le TS) Le 7 on eon i508 256 1,760 OO ip PDS! 1,946 27018 
Share of 

market 24 .9% DS Oe Da Be 20.9% TOROS Sie 19.42% 18.4% NH ote IT fees WAG 


Performance 


The performance of Algoma Steel cannot be evaluated solely on 
its own merits but must be compared to that of other steel companies 
operating in Canada. By doing so, we have found that in terms of 
historical margins, returns, and employment of capital, the company 
has underperformed the industry. This is illustrated in Table 37. 


From 1964 to 1973, there has been a declining overall trend 
in the profitability of the Canadian steel industry in general, 
and of Algoma in particular. Pre-tax margins, which were at a 
peak in the middle sixties, have continued to decline on average 
through 1973. Industry pre-tax profit margins, which averaged 
15.6% between 1964 and 1969, declined to an average of 12.6% in 
the 1970-73 period. After-tax margins have declined from 9.5% 
waetne 1964-69 period to 8.4% in the 1970-73 years. Return on 
average equity and total investment has also shown a declining 
trend, with return on equity averaging 11.8% between 1964 and 
mie9eand 11-70% in the 1970-73 period. In addition, return ‘on 
investment, which averaged 7.9% in the 1964-69 period, declined 
to an average of 7.2% from the years 1970 to 1973. 


Algoma's performance resulted in significantly larger 
deteriorations in reference to margins and returns. Pre-tax margins, 
which averaged 15.4% in the 1964-68 period (the company had a loss 
in 1969) declined to 5.6% in 1970-73. After-tax margins also 
declined severely, from 9.5% (see Table 37) in the 1964-69 years 


Table 37 


ALGOMA STEEL CORPORATION LTD. 


PERFORMANCE COMPARED TO INDUSTRY, L9G 4—7'3 


Ten-year 
1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 Average 
(Per cent) 

Pre-tax margins 
Industry Loy, LSJ P16.0 else koe. lesa eos to Le ee ee 14.4 
Algoma Steel 2162 421.9 VGH) = 953.9" BO wal Oe lane. oe te YO ene ee o29 
After-tax margins 
Industry LO. de? 91h pO 00 Pe Te OSS ide eee eT, fa ee oe Gene 9.0 
Algoma Steel Tosh 2248 LOL ASO Rea ae Some ay eel 2h oe oe ee eee 8.0 
Returns on equiry 
Industry P38. 3S LT 1G Ss 6 ee en tee eeo. 7. | Opiate bee 
Algoma Steel Lock Los2) 12.2 7.4 A859 Ana ee te 9.4 
Returns on 
invested capital 
Industry LOF3" SOs Psa © GisS ee Tee Omer GO el eee 7.6 
Algoma Steel 110) S1LUS5 18. 4et ANT: ee ee Ae G25 


sources: Steel Profits Inquiry 1974 
Annual Reports 


to 5.8% between 1970-73. Algoma's return on common equity, 

which averaged 10.6% in the years 1964 to 1969, declined to 

7.6% in the 1970-73 period. Return on total investment also 
declined, from 724% in, 3964-69) toe5.23 re 1970-722 


In 1974, with the: advent vo. ran improving trend in steel 
prices, and the early benefits of a major expansion and 
modernization program, the company's margins and returns have 
improved from the low levels of the late 1960s and the early 
1970s%, as a hlustrated mnelablessc. 


Net Sales 


Earnings (before 
taxes) 
Pre-tax margins 


anCoOMme “Laxes 

Earnings before 
equity in 
associated 
company 

Net margins 

Pouce Ln 
earnings of 
associated 
company 


Net income 


Beturiny On 
average equity 


Return on total 
invested capital 


Table 38 


ALGOMA STEEL CORPORATION 


FINANCIAL SUMMARY, 1964-74 
(Thousands of dollars) 


TO64s LUGS OGG ) beoweelgoa 6909) 1970" 1971” 1972 1973 


Ole roe 5 e200 662106 es 16560025764 271.8 310.0 376.2474 1 


Vie CO eo emo Gel r eo (iolmeela.g 11.5 12.2 3058 
Pus Otel be ee oso Owls Gee P4533 3.9% 6.25 
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Table 39 


ALGOMA STEEL CORPORATION 


STOCK MARKET DATA, 1970-75 
S98) OL Lone LO 1974 irs 
Share price 
= high $15-3/4 $16-374 $15-1/74° $22-378 $29=1/465 $30=.70 
- low Tl<174 li-1/8 12 13-1/8 L9=1/2 23-1/2 
Earnings per share $2.18 $3.10* $1.59 $2.45 $4.61 $33.60 
Price/earnings ratio 
= Onsnroah ESS: 5.4 ered oR 6.3 oe 
= On Low Shey Chek 5) na a4 4.2 6.4 
- on average G2 ae 8.6 Doe oo teas 
Dividend $0.50 $0.50 $0.50 $0.625 ves S $1.40 
Yield 
- on high 3.22 3.0% Bae eee sk: 4.6% 4.6% 
- on low 4.4 Arg Aine 4.8 6.9 or 
* - Includes. an extraordinary credit at $21.5 miliion amounting, tows les 


per share, 


Summary 


The purchase of Algoma Steel represented a major move by. CPE 
into the steel industry. While it is too early to evaluate the 
performance of Algoma since its acquisition by CPI, the company's 
position in the industry is not expected to change materially. 

CPT, however, could be instrumental in improving Algoma's finance. 
condition through guarantees or loans from CP Securities. Algoma 
has been undergoing a major capacity expansion program and, ascea 
result, has become over-leveraged and has insufficient working 
Capital. In the event that this situation does not Significantly 
improve, CPI's aid would be beneficial. 


DOMINION BRIDGE COMPANY LIMITED 


Dominion Bridge, 43% owned by Algoma Steel Corporation, is 
a major construction engineering company that designs, fabricates, 
and erects structural steel products throughout the United States 
and Canada. In addition to its principal activities, the company 
manufactures and distributes a Varlety of industrial products 
as well as some secondary steel. 


During 1964, a 43% equity interest in Dominion Bridge was 
SCouULreosby “loomassolLecl= through artender offer. On June 26, 1964, 
Algoma offered to purchase 500,000 shares at $30 per share to add 
HOrPlte pesitron Of an vestimated 627,000 shares acquired in previous 
years. Tnese 1,127,000 shares represented a 43% interest in the 
outstanding common equity of Dominion Bridge. As a result of a 
two-for-one stock split announced in 1974 and further additions to 
its position through options and similar devices, Algoma owned an 
estimated 2,278,226 shares on December 31, 1974. 


In general, the acquisition of Dominion Bridge represents a 
vertical integration since Algoma produces steel and Dominion Bridge 
uses it. In actuality, however, Dominion Bridge operates independ- 
ently and purchases steel not only from Algoma but from other 
Canadian and foreign producers as well. Moreover, since approxi- 
mately 45% of Dominion Bridge's sales are derived from the United 
States, a Significant amount of steel material is purchased in that 
country. 


Market Share 


The market share of Dominion Bridge is difficult to ascertain 
because of the large variety of services and products that the 
company sells, and the many markets in which it appears to be 
operating. For instance, when Dominion Bridge erects a steel 
structure that will eventually become an office building, does 
Peomacllvyityetralilewrenin the overall construction market, or the 
construction engineering market? Dominion Bridge is generally 
thought to be the largest construction engineering firm in Canada. 
In terms of the U.S. market, where the majority of the company's 
growth has come from over the past several years, it is a very 
Sia wueiacvor. 


Performance 


Since 1970, Dominion Bridge has enjoyed a compounded annual 
orowth rate in sales and net income of 17.2% and 40% respectively 
(see Table 40). A significant part of the company's growth has 
come as a result of acquisitions, most of which are located in the 
United States. 


Table 40 


DOMINION BRIDGE COMPANY LIMITED 


PROFITABILITY, 1970-74 
(Mil evonsmo Ll00llars) 


1970 1971 1972 Low 1974 
Sales 196.5 235,4°,.9 230.6 278.4 2700.4 
Net income aye fe Gi FL AMS A pleh S| pa La 
Net margins 2.8% 2a haya 4.4% One 


Although it is difficult to assess the performance of 
Dominion Bridge on a relative basis, we have compared (in Table 
41) its returns on equity and on invested capital over the pase 
five years to those of Canron Limited, the only Canadian company 
that could be considered comparable. 


Table at 
DOMINION BRIDGE AND CANRON 
MEASURES OF PERFORMANCE, 1970-74 


5-year 
1970 LOE a Ose ee a8 O74 Average 


Dominion Bridge 


Return on 


equity 6.5% 6264 Lela lee 5 ea) he 2s i023 
Return on 

invested 

capital wt) ee Gea 8.9 oreo sage 
Canron 


Return on 


equity Gc 10.4 oeeees eet ore baa, 
R6étuUrnzOn 

invested 

cCAapmeal Ace poees oT ORs 1 Ate Orsi 


While it would appear that Canron is more’ profitable se 
Significant portion of its success is attributable to its high 
level of short-term borrowings. These account for approximately 
37.2% of current liabilities as opposed to 16965 for ponies 
Bridge. 


In short, Canron has a weaker balance sheet as a resultvan 
its greater dependency on short-term debt. If one were to add 
Canron's short-term, borrowings to ffs) long-term dept. ene 
company would be highly leveraged and therefore much more 
vulnerable to a decline in, the business cycle. 


Summary 
Dominion Bridge, while being 43% owned by Algoma Steel, 


operates relatively autonomously. We do not envision this 
relationship changing signiticantly, in the nean tuture. 


CANADIAN PACIFIC SECURITIES LIMITED 


Canadian Pacific Securities Limited (CP Securities), incor- 
porated as a wholly-owned subsidiary of CPI in October 1965, is 
engaged Vargely in providing short—, medium-— and long-term 
Parancing tor the andiVadual@ ©Plesibstdiaries. ~The company's 
three objectives are: CMetOrprevide Jinestor credit to indivi- 
dual CPI subsidiaries and associated companies (especially those 
not financially self-sufficient) so as to assist the companies in 
meeting their working capital requirements, and (2) to aid the 
individual companies in obtaining medium- and long-term financing. 


While CP Securities is treated aS a Separate profit center 
for reporting purposes, this is secondary to the primary functions 
Puebineau above.) (itSeoverall, net: profit Contribution 1s very small 
and is not expected to change materially in the future. The net 
income of the company over the past five years is estimated to be 
as follows: 


CES oECURILIES 


NET INCOME 


LOW 2 $126,000 
Leche = LO05),,0:0'0 
Or) 2 = 2 0.0'0 
ores = 140,000 
i974 re 21197, 000 


CANPACSLEASING LIMTTED 


CanPac Leasing Limited (CanPac), incorporated in 1971 as a 
subsidiary of CP Limited, was purchased by CPI in 1973 for $6 
mi ON . 


The leasing industry was a natural area for CP Limited to 
enter because of the significant amount of leasing activities 
engaged in by its subsidiaries, particularly those in the 
transportation sector. CP Limited's subsidiaries lease aircraft, 
railway equipment, containers, and trucks, among other items. 
Developing in-house lease capabilities would result in significant 
Savings as well as the possibility for the development’ of the 
new company into a viable enterprise in itself. 


CanPac today is the fourth largest commercial leasing company 
in Canada. Moreover, CanPac's business has evolved to such an 
Btentutiat by the end of 1974)approximately 70% of its business 
Waemderiveqceprom Organizations outside the CP group. © The earnings 
BeeCanPaceshaves been smallesince it)1s Still in the early stages 
of development, and 1974 earnings for the company are at $501,343. 


Market Share 

As set forth in the table below, CanPac's share of the 
Canadian leasing business varies according to the method of 
examination used. Utilizing the most appropriate method, lease 
receivables, we find that the company's market share has 
increased to 14% of the Canadian market in 1974 from 10.1% in 
1973. This significant improvement in market share resulted 
from the expansion of CanPac's activities made possible through 
the proceeds of a $15,000,000 debenture issued to CP Securities, 
whose debt is guaranteed by CPI. On the basis of total leasing 
assets in Canada, CanPac's share has improved from 8.9% in 1973 
CORI. Dea aoa 


Table 42 


CANPAC LEASING LTD. 


MARKET SHARE 1973 AND 1974 
(Thousands of dollars) 


A973 i974 
Lease Receivables 
(less a provision for doubtrul 
accounts) 
Total Canadian financing leasing 
corporations 259220 4224 LoS 
CanPac 29% 249 58,983 
Market share LO. 14.03 
Total Leasing Assets 
Total Canadian financing leasing 
cOrporatiens 440,541 64375230 
CanPac 39,069 ol 402 
Market share 8.9% 9.53 


source:’ Annual Report of CanPac Leasing, Statistics ‘Canacae 


Performance 


The company's profitability figures for 1973 and 1974 are 
set out in Table waa. 


Table 43 
CANPAC LEASING LTD. 


PROFITABILITY, 1973 AND 1974 


1973 1974 
Income 3, OGUGRo37 Seo Uno 2 
Net income 455,342 501,343 
Net margin 14.93 9.5% 


Although CanPac's revenue at the end of 1974 was only 
$5.2 million or approximately 5.4% of the Canadian total, the 
company's net income enabled it to achieve profitability levels 
superior to those of the industry in that year. The returns on 
equity and returns on invested capital for CanPac Leasing and 
the Canadian leasing industry in 1974 are set out in Table 44. 


Table 44 
CANPAC LEASING LIMITED 
MEASURES OF PERFORMANCE, 1974 


Return son equity 


Canadian industry 2.4% 
CanPac 6.4 

Return on invested 

Sao baw 

Canadian industry io 

CanPac orto 


Source: Annual Report of CanPac Leasing, Statistics Canada. 


Summary 


The growth and development of CanPac over such a short 
period of time has increased competition in the leasing industry 
and was made possible through the auspices of CPI, which not only 
conceived the idea but provided a major portion of the capital as 
well. This is apparent upon examination of CanPac's 1974 balance 
sheet. In addition to providing the equity capital, CPI has 
guaranteed CanPac's debt in the form of debentures, bank loans, 
and lines of credit. (See Table 45.) 


SG es 


VIC COP 19S 


9TT'690'6E$% 


Gvl‘'9SP‘6 208° 6¢0"9 
Gil oGpe “Oe ’G6cz. 
000‘000‘S 000‘000‘Z 
000‘000‘r 000‘000‘f 
9T8‘8Prl'T 669'6S 
0004005702 000"00¢"¢ 
000‘000‘ST - 

Coons 4~s d00*00S7s 
PLT etc Rc ESC? GOEL9¢ 
LCV BET O65 71 

O06 LTE mEO ST 
9€6°SLS Lye Zoe 
9TO0‘ PED $ - $ 
PL6L * oe Gat 


p97'zor‘t9¢ 


9TT‘690’6E$ 


OWUODUT peutTe sy 


sozeyus 
(000‘00¢2-€L6T) 000’00S 
ponss] LSO‘6T Ol S60 
-Sozeys uowuo 
= 2 Ogres : 
STqeweepetr aAT ReTNuNd 
e/a 9000 0Y 
-Serteus perrejyeig 
-YOO0RS Teqtded 6P2Z'80T 6p2 OF ae 
:Aqtnbos ,szeptToyerzeys 
SOxe} SWOOUT parAAazeq 
HoCoS 1 Cc GS6‘96S’E 
aanqueqep 37/T OT uk ee 8S a 87C 62 
SANAUSJSP SE°8 LEQ" SBT PZ OOS EE aan 


peqatwty satytanoas 
OTzZtToOeqd ueTpeuRrD 
sueoT yueg 
STe UST eses,t ptedeirg 
4ZSOTSAUT SAnjUEeqep pen zAs0Y 
sebzeyo penrzsoe - 

pue otqeded sjunoooy 
peFTuUry = $ 

OTFJTOeG ueTpeueD OF HutTmo 


755 PLUS ES 


SOTITTTGQETT 


VLGT 


(T€ Aequessq 32e Syd) 


VL6T GNV €L61T ‘SLEHHS AONVIVE 


GaLINIT ONISWAI OVdNVO 


Gp eTIeL 


Bea vO ier 


987 *EZ 


GLE“OST’O $ 


Sjesse r38UuI0 


asuodxs 
einjueqep peztjizoweuy 


Jeu - squswzSeACAdut 
D[TOYSSesT pue juSU 
-dtnbe eotzzo ‘aanqtuang 
Sjesse posest 
Joy sketTyno Azeututteirg 


SUOSUT 
HuTSesT perreyeq :sso7q 
(OT8‘OEE$ 
-€L6T) TE8‘7O8$ S}UNODSe 
[NFIGHOD: AOF USTs EAGT 
SSOT ‘S8TGeATSD0I aseat 
poqtury ofFtoed 
uetpeueg Aq butTMO 
peqtwtTyT ofytoed 
ueTpeueD UuzIM sytsodaq 


sqossy 


68 


PART 3 


tNVE SI MENTS PORTROLIO 


in addition to the operating subsidiaries mentioned 
previously, CPI ownes a sizable investment portfolio valued at 


approximately omit Von me ies DOLtrorroras. of August. 15. 19:75, 
is shown below in Table 46: 


Table 46 


CANADIAN PACIFIC INVESTMENTS LTD. 


INVESTMENT PORTFOLIO 


UNG aie Deeemloeie sil, e775) 


Percentage of 


Number of Outstanding Approximate 
Shares Voting. chares Cost Market Value 
(Per cent) ($000) ($000) 
Common Ste@cks 
Husky (Or Leite. 354,000 365 AL OSS) 6,284 
MacMillan Bloedel Limited 2,849,600 WSS Sy a1610) 50) Oe 
MICC Investments Limited “WO ,, SOW Tod 1,880 Aa OR 
Norcen Energy Resources JENS, AO hso2 Bi) OES: Sp oul S 
Rio Algom Limited L, 33,956 S) 5 ess 30,828 3187 9'6:0 
TransCanada Pipelines 
Limited AY Sol, sy ie AL TD - HOS 48,976 
Union Carbide Canada 
Limited BAG). SOC BZ iM, 37/5 16,300 
Other Tp Qe _ £6,363 
RODS Isak Be GS} pales) 
Preferred stocks Wp Ewe A) (oy aL 
Bonds, debventures and notes Wp isalS Lee 
SL p DSO $186,934 


investment solucy 


ineojene nd eer tenace been Cells policy. LO anvest a portion 
of its cash flow in Canadian natural resource companies. The 
Size ot the portfolio varies from year to year, and its main 
Centr ibution rests switieits: dividend income and not with its 
trading DrOrutEcabeblictles! = lLOrOuL, Knowledge, there are no 
financial, operational, or managerial ties between CPI and the 
companies found in Table 46. CPI in most cases, however, is the 
largest single shareholder and, accordingly, has one member on 
the boards of TransCanada PipeLines Limited and Union Carbide 
Canada Limited, and two members plus one member from Cominco on 
Pies boardeoneMacti ian Bloecdels. Invaddition, the President of 


Marathon Realty, a wholly-owned subsidiary, is on the board of 
MICC Investments Limited. 


Relationship to Subsidiaries 


Except for the fact that some of the portfolio holdings 
are involved in the same industry as several of the majority 
controlled subsidiaries, there is little, if any, relationship 
between the two areas. While Pacific Logging, Great Lakes Paper, 
and MacMillan Bloedel are all in the forest products industry, 
MacMillan Bloedel haS no financial, administrative, —leqaw,woc 
operational “ties with’ CPL One CPwLimnted seein fact, ssc eo 
logging industry, Pacific Logging and 1ts ‘subsidiaries sconpece 
with MacMillan Bloedel, and MacMillan Bloedel in turn competes 
with Great Lakes Paper with regard to newsprint exports to the 
United States. Even if CPI owned 50% of MacMillan Bloedel, its 
portion of the sales and net earnings of all its forest products 
holdings would be less than that of one large U.S. multinational 
corporation involved in forest products, Georgia-Pacific. This tee 
evident in the following table. 


SALES AND EARNINGS OF FOREST PRODUCTS, 1974 


($000) 
CPI, Assuming 50% Interest 
in MacMillan Bloedel Georgia-Pacific 
Sales Net Earnings Sales Net Earnings 
801,980 54,224 Bi Ae O0 164,350 


Moreover, while Rio Algom could be classified under CPI's mines 
and metals holdings, there is virtually no relationship between 
that company and Cominco. CPI, having no representation on 

Rio Algom's board, has no input into its overall directionjeand 
this is true for the remaining portions of the portfolio as well. 


Performance 


CPI's rate of return on the original cost of its portroure 
in 1974 is 4.4%. This cannot be termed an excessive yield. 
Moreover, in terms of market valuation, the portfolio has 
depreciated overall by 17.3%, with the largest holdings deprecia- 
ting significantly. This is shown in Table 47. 


ae) he 


Table 47 

CANADIAN PACIFIC INVESTMENTS LTD. 
PORTFOLIO DEPRECIATION 
(As at December 31, 1975) 


12) 


% Increase or Decrease 


Holdings from Original Cost 
Husky Oil 56.0% 
MacMillan Bloedel Limited Gan. 5) 
TransCanada Pipe Lines Limited te) 
MICC Investments Limited AURAL SS) 
Norcen Energy Resources (357,9)) 
Rio Algom Limited 26.4 
Union Carbide Canada Limited Cit) 

ower’ (14.23) 
Summary 


While CPI has a very large equity investment portfolio, it 
does not control any of thescompanies held. Moreover, there are 
no financial or operational relationships between the portfolio 
positions and the companies within CPI or CP Limited. 


The investment portfolio has occasionally been used in 
the past to gain control of select Canadian companies; however, 
this by no means indicates that it will be so used in the 
future. 


PART 4 


CONCLUSION 


Since! 1962, Canadian Paciiic. Limited has evolved from 
primarily a transportation concern to a eG by integrated trans 
portation and natural resource company. In so doing, the company 
has remained essentially Canadian-owned with multinational 
capabijities. 


Under a holding company framework, CPI Limited has been 
PegancseUeinto whaavidual prorit. centers: by StaceLii1cation of 
business. The asset base of the company now comprises assets 
with development potential acquired from the parent company and 
holdings in developed enterprises acquired from outside sources. 
While the company has achieved remarkable growth in recent years, 
the rate of return on investment of both CPI and CP Limited, on 
average, has been lower than most industry groups. 


Durinc tiescourse of our examination of CPI, as it relates 
to corporate concentration, we tound that while the company had 
accomplished many things in terms of asset development, acquisi- 
frons) anda growth, neither "CP nor any of its subsidiaries wielded 
any unusual power in the marketplace. The formation and develop- 
ment of PI, however, has resulted in certain benefits to the 
Canadian economy, the most important of which were the financing 
of export-related activities, financing of capital projects that 
could not have been undertaken independently, developing multi- 
national capabilities, assisting in the formation of new capacity 
Capabilities, achieving substantial economies of scale, repatriat-— 
ing foreign interests in a Canadian company, and introducing 
additional competition in the economy by the formation and develop- 
ment of commercially viable Canadian enterprises. In achieving 
these results, the company substantially added to its direct 
Panom Lorce. 


Over the years, CP Limited and CPI, because of their borrow- 
ing capacity, have aided the development of their subsidiaries 
by guaranteeing their debt and/or making loans and lines of credit 
available. A recent example is the case of an export-related 
company, The Great Lakes Paper Company, whose proposed $168.7 
million expansion program was made possible through the extension 
Sree tine of credit of $40 million by Canadian Pacific Securities, 
itself a subsidiary of CPI. The expansion program, which includes 
B252,000 ton per year bleached kraft pulp: mill and an increase in 
stud capacity of 100 million board feet, represented the first 
Capacity increases announced by a panaaian producer within the last 
several years and should enhance Canada's export capabilities. 
A further example is Fording Coal, where financial guarantees and 
lines of credit extended by CPI and Cominco made possible the 
development of the property. Today, after five years of unprofit- 
Bole results, Fording 125,a commercial Success, exporting all of 


eae 


its output to Japan. In Cominco “stearly history, mtiespinanc am 
and managerial support given to it was a major factor in enabling 
that company to become a truly multinational corporation, compet- 
ing effectively in the worldimarketse sin vaddieilon pe certaid 
economies of scale have resulted through the growth of CP Limited 
and CPI because of the Sizable poolMot manacgertal, ecearcu 
administrative, and legal assistance made available to the 
subsidiaries by the parent companies, services that under other 
circumstances would have resulted in considerable duplication of 
effort. Moreover, CPI, a truly Canadian company, repatriated a 
sizable controlling foreign interest in Algoma Steel when it 
acquired a 25% position in the common stock of Algoma from a 
German company. 


Moreover, CPI, through its growth and development has intro- 
duced a degree of competition not only to the Canadian economy 
but to the world marketplaces asc: welt meP Hotels, for example, 
has introduced a degree of competition to the Canadian hotel market 
because of its growth in recent years. The growth of CanPac 
Leasing to the fourth largest leasing company in Canada has 
certainly increased competition for available leasing business, 
and the expansion of CPI's export-related activities through 
Cominco, PanCanadian, and Great Lakes, for example, has enhanced 
Canada's competitive position in the major world markets. 


During the process of achieving these results, however, 
neither the company nor its subsidiaries possessed any unusual 
economic power that would allow it to restrict output and thereby 
raise prices, dominate a particular market through very high 
market share, or record a financial performance that could be 
indicative of monopolistic powers. 


APPENDIX A 


LOGGING PRICES PER CUNLT = = BRITISH COLUMBIA, 1964-74 


pear Pir Cedars Oe eee Oe eee ee eo ean cypress All 
1964 ie pre | $34.35 $39.60 capone (fs! $322.20 229500 = $35.42 
1965 44.74 33.34 A2.32 28.40 3386 S053 oe 36.20 
1966 45.47 28.64 40.89 27530 wo 29503 - Soars 
1967 A2.89 26052 40.54 28.40 Bao 29 2 - SPAS 
1968 44.36 34.07 47.55 29.90 38.56 Shaws) = Sols 
1969 Bie 0 42.84 53.25 saa AVS 38397 = 45.04 
1970 Srl iaie!, 36.14 oa 29.48 55.92 33.85 = 39.94 
POs 46.96 3 Grads 56.34 2/34 36.98 36202 cS Ghee) 
ihe Sporat | 46.50 65.08 30.34 46.60 A7.30 - £9: 32 
L373 63.13 SSR fro) 124523 40.18 Serle 39208 = 68.64 
1974 69.60 Sales} Loa 37.54 S70 Dias oe 205033 tee 
* ~ 100 cubic feet of solid wood (excluding bark). 
APPENDIX B 
AVERAGE PRICES FOR SELECT COMINCO COMMODITIES, 1964-74 
($ U.S.) 

1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 
Ser ome Ome oe 5 Oe cee oe deg? 15S) 1.69 2.56 4.70 
Pena ts eel Gee Cee) ele eee aC Mmel a Ometory  o13.9 15.3 16.3 23.2 
Paes oe Gumi e 5 nl Aes Om lero 47 tS, 16.1 17.7 20.8 36.0 

* - Handy & Harmon (Monthly). 
** — U.S. Producer Price 1972 and onward - prior to American Metal Market. 
*k* — Delivery Saint Louis - Prime Western Slab. 
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FORDING COAL LTD. 


ROUTE TO MARKET 


APPENDIX C 


The contracted output of Fording follows the route set ous 
below on its way to the ultimate market in Japan (to this date, 
the company has not reached its maximum productive capabilities): 


From Fording Roberts Bank 
River == aa eC ae 


Mi ESI ae CO 


615 
2a. 
204 


76 


Importing 
emeplinars ey iighs)) (Ole Aga ieee 


ele: 


PAS 


204 
204 


WO RS hs 
eae 


ibe 


LO 


1,405 
35 


Marubeni 
COrps 


(Thousands of tons) 


3 


A be an ws ha 


20 
447 
408 
408 
eA Ne, 

87 
30 
Pall 


2 850 


70 


40 
40 
150 


End User 


Nippon Steel 
Nippon Kokan 
Kawasaki Steel 
Sumitomo Metal 
Kobe Steel 
Nisshin Steel 
Nakayama Steel 


Osaka Iron 


Subtotal 


Mitsubi she 
Chem. 


Tokyo Gas 
Toho Gas 
Subtotal 


APPENDIX D 


CANADIAN COAL PRICES, 1967-75 


(Dollars per long ton) 


COLEMAN KAISER FORDING MCINTYRE CARDINA: 
Signed i Neiery ay Assy 
Beart May 19/67 
1967 cages he 
1968 Sole eon 8) Signed Signed 
Mar. 22/68 Apr. 16 
1969 acs aly” Signed Signed 
ible sya eee, Don. 2/09 
1970 pla aed Guar t Cran Start 
Myener. LI IRG Mores Ly iO ADE acy 
hae aE > 1329.0 el BS ao te 
val m5: 05 SRS aa si) 
Boy 2 $18.67 StS ne he Start Piles 72 $14.02 
iene A: Paley Aeies 
S23 
i 7.3 P20 214 eo p13). 00 ApY. ML Beale o 
21295 
Apr 
$2155 
2974 Apr. June June $2953 July 
$29.00 nie Oa Eos So lesoy 5205.82 
Sept. Nov: Sept. Oct. Oc. 
$30.96 $30.24 S83 2D $7 05S Pozen. 
1975 Apr. March 2482205 $55.60E $48.80E 
$46.0 $ 36.69 
Apr. 
$47.0 
E - Estimated 
Signed - Contract signed 
Btart — Start of operations 
Source: The Japan Commerce Daily, Coking Coal Manual. 
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APPENDIX E 


FOREST PRODUCTS — "PRICES, UJ64—/4 


(Per tom of 27000" tbo.n 


Newsprint - Average delivered price at New York. ($U.S.) 


1964 L965 196.6 U6 1968 1969 T3770 Lod His i LOVES Lote 


134.00 134.06 136.92 140750" 142700 147000" te22 00M Sb. OU 8164. som len oe Ome 


Bleached Kraft (Softwood) in U.S. Market | ($U2s.) 


150.00 150.00 150.00 147.50 147.50 1472507161250, 1637-00) 163.00) 29 722550 Gere 


Source: Pulp, Fiber & Raw Materials Group, American Paper Institute. 
Canadian Pulp and Paper Institute, 
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APPENDIX F 


CANADIAN PACIFIC INVESTMENTS LIMITED 


ARBUCKLE, WiAs 


BURR UDGE el siSs. 


BS UEEUN athe ge et self 


CAMPBELL, A.M. 


PRR Poul ds. 


SLNCUALR, “LAND. 


MOODIE, W. 


NIL XON Fs (Oa Ess 


PICKARD, H.M: 


SOUTHERN, R.D. 


STENASON, W.J. 


BOARD OF DIRECTORS 
Cheteman of the 
Company 
President 
Chairman ana Chiet 
Executive Officer 
Chairman 
President and Chief 
Executive Officer 


Gnairman and Chieet 
BHXeECUEIVe Officer 


President 


Corporate Director and 
Financial Consultant 


Chairman and 'Chier 
Executive OLphicer 


President and Chief 
Executive Officer 


Executive Vice 
President 


Celanese Canada 
Limited 


Canadian Pacific 
Limited 


Comanco Gc. 

Sun Ube Assurance 
Company of Canada 
Imasco Limited 
Canadian Pacific 
Gimited 


Canadian Pacific 
Investments Limited 


Marathon Realty 
Company Limited 


ATCO Industries 
Limited 


Canadian Pacific 
Investments Limited 


SAA AINE SS EON Se tell 


ENE Le Ne EO 


ARBUCKLE “We ae Chairman) oO tie Cdn. The Standard Life 
Board Assurance Company 
BENNETT, Wed. President Iron Ore Company 
of Canada 
BURBIDGE ‘Fos. President Canadian Pacific 
Limited 
CAMPBELL, KEITH Vice President Canadian, Pacis 
Limited 
FINDLAY, ALLAN Partner Law Firm of Tilley 
Carson & Findlay 
HAIR (Ga Die eh es eke Chairman of the Bank of Montreal 
Executive Committee 
JISKOOT, ALLARD Chairman of the Board Pierson, Heldring 
and Managing Director & Pierson NiW. 
KINNEAR, DAVID Director Eaton's of Candde 
Limited 
LANG? Hew Chairman and Chief Canron Limited 
Executive Officer 
MATTHEWS, DONALD C. President and General Highland Stock Farms 
Manager Limited 
McLAUGHLIN, W. EARLE Chairman and President The Royal Bank of 
Canada 
MOORE, J 2H. President Brascan Limited 
PARE, PAUL L. President and Chief Imasco Limited 
Executive Officer 
POLWARTH, LORD. Del. Director Bank of Scotland 
PRATTE, CLAUDE Advocate 
ROLLAND, LUCIEN “G:. President and General Rolland Paper Company 
Manager Limited 
RUNCIMAN, A.M. President United Grain Growers 
Limited 
SHERMAN, F.H. President and Chief Dominion Foundries 
Executive *OLi cer and Steel, Limited 
SINCLAR ys 2 ea pee Chairman and Chief Canadian Pacific Ltd. 


Executive Officer 


TIMMIS, DENIS W. 
WHITE, KENNETH A. 


WHITMORE, NORMAN E. 


WINGATE, HENRY S. 


WoLrh,) RAY D. 


CANADIAN PACIFIC LIMITED 
BOARD OF DIRECTORS 


(Continued) 


andeChiet 
Orficer 


President 
Executive 


and Chief 
Officer 


President 
Executive 


President 
Director and Chairman 
of the Advisory 


Committee 


Chairman and Chief 
Executive Officer 


MacMillan Bloedel 
Limited 


The Royal Trust 
Company 


Wascana Investments 
Limited 


The International 
Nickel Company of 
Canada, Limited 


The Oshawa Group 
Limited 


PANCANADIAN PETROLEUM LIMITED 


BAILEY, ALEX G. 


CAMPBELL, ROBERT W. 


COHEN, ALBERT D. 


FINLAYSON, J.K. 


MARTIN, HUGH A. 


PICKARD?) HM: 


ROSS; .U OHNEG. 


SINCLAIR, IAN D- 


STENASON, W.J. 


TAYLOR, ome 


BOARD OF DIRECTORS 


Director 

Chairman of the Board 
and Chief Executive 
Officer 

President 

Deputy Chairman and 
Executive Vice 


President 


President 


Chairman and Chief 
Executive Officer 


President 
Chairman and Chief 
Executive Officer 


Executive Vice 
President 


President 


Conventures Limited 


PanCanadian Petroleum 


General Distributors 
Of Canadarica-: 


The Royal Bank of 
Canada 


Western Construction 
& Engineering Research 
(iss 


Marathon Realty 
Company Limited 


Milk River Cattle 
Company Limited 


Canadian Pacific 
Limited 


Canadian Pacific 
Investments Limited 


PanCanadian Petroleum 
Limited 


LANGLEY, 


SINCLAIR, 


SLOAN, W. 


SMITH, L. 


STENASON, 


WALTERS, 


G. BAIN 


IAN D. 


M. 


ine 


Weale 


W. 


PACIFIC LOGGING COMPANY LIMITED 


BOARD OF DIRECTORS 
secretary 

Vice President 
Chairman and, Chier 
Executive Officer 
President 

Senior Regional Vice 


President 


Executive Vice 
President 


General Manager 


Paciice Logging 
Company Limited 


The Royal Bank of 
Canada 


Ganadilan Paciiic 
Limited 


Pacific Logging 
Company Limited 


Canaaianelracr Lic 
Limited 


Canagian Pacrive 
Investments Limited 


PacL EG Legging 
Company Limited 


CURTIS, DONALD W. 


JUSSAUME, ROBERT 


MAURO, ARTHUR 


MOODIE, WILLIAM 


MUNCASTER, J.D. 


RENWICK?) He. 


STENASON, W.J. 


CP HOTELS 


BOARD OF DIRECTORS 


Chairman and 
President 


Director, 
President and Chief 
Executive Officer 


President 


President 


President 


Vice President, 
Marketing and Sales 


Executive Vice 
President 


Canadian Pacific 
Hotels Limited 


Trust General du 
Canada 
Transair Limited 


Canadian Pacific 
Investments Limited 


Canadian Tire 
Corporation Ltd 


Canadian Pacific 
Airlines, Limited 


Canadian Pacific 
Investments Limited 


BENNETT? Waal . 


BENTALL, H.C. 


SBURBIDGE, E£.S. 


SBURNET pe lost. 


PE Aisb Ys list « 


PME Bris. hoe bt. De 


MacKIMMIE, R.A. 


MCMASTER ,.1 0. R- 


PICKARD, Ha. 


ND ON aris. ta 


MOODIE, W. 


SINCLAIR, IAN D. 


SINCLAIR, JAMES 


STENASON, W.J. 


COMINCO LIMITED 


BUARD OF (DERECTORS 


(Asvat ‘Dec. 31, 


President 
Chairman and Chief 
Executive Officer 
President 


Chairman and Chief 
Executive Officer 


Executive Vice 


President Administra- 


tion and Marketing 
President 


Partner 


Partner 


Chairman and Chief 
Executive Officer 


Corporate Director 
and Financial 
Consultant 
President 

Chairman and Chief 
Executive Officer 


Chairman 


Executive Vice 
President 


* - Members of Executive Committee 


1974) 


tron Ore Company of 
Canada Limited 


The Dominion Construc- 
tion Company Ltd. 


Canadian Pacific Limited 


Cominco Limited 


Cominco Limited 


Cominco Lamited 


Law firm of MacKimmie 
Matthews 


Law firm of McMaster, 
Meighen, Minnon, Patch, 


Cordeau, Hyndman & Legge 


Canadian Pacific 
iin ced 


Canadian Pacific 
Investments Limited 


Canadian Pacific 
Limited 


Lafarge Canada Ltd. 


Canaaqian Pacific 
Investments Limited 


MARATHON REALTY COMPANY LIMITED 


BOARD OF DIRECTORS 


ARMSTRONG, R.D. President and Chief Rio Algom Limited 
Executive Officer 
BURBIDGE, ES. President Canadian Pacific 
Limited 
EAGLES, Fob. President Marathon Realty 
Company Limited 
PUELD Myce Vice President - Marathon Realty 
Development Company Limited 
LAVOUE mere President and Chief Credit Fonctes 
Executive Officer Franco-Canadien 
MAITLAND, J.D. Chairman Hastings West 
Investments Limited 
MOODIE, W. President Canadian Pacific 
Investments Limited 
PICKARD, H.M- Chairman and Chief Marathon Realty 
Executive Officer Company Limited 
SINCLAIR, LAN) D. Chairman and Chief Canadian Paciftie 


ExXecutive Officer 
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Limited 


ANDERSON, M.N. 


CAMPBELL, R.W. 


rey UE CHS Rear Bnd 5 Bs 


RIOPEL, i.M. 


MORRISH, 


HENSON, 


Umi 


wie 


FORDING COAL LIMITED 


Be 


CANPAC MINERALS LIMITED 


BOARD OF DIRECTORS 


Chairman and President 


and Chief Executive 
Officer 


Chairman and Chiet 
Executive Officer 


Executive Vice 
President and Chief 
Operating Officer 


Manager - Development 
Planning 


Vice President - 
Marketing and Sales 


Manager’ — Special 
Projects 


Fording Coal Limited 


PanCanadian Petroleum 
Limited 


Cominco Limited 


Canadian Pacific 
Tnvestmencts lamited 


Canacdtan lacLiic 
Danced 


Cominco Limited 


THE GREAT LAKES PAPER COMPANY LIMITED 


BOARD OF DIRECTORS 
(As at Dec. G1, 1974) 


BOWES > eke Treasurer and The Great Lakes 
Comptroller Paper Company 
CAMPBELL, KEITH Vice President Canadian Pacific 
Limited 
*CARTER, oC. President The Great Lakes 


Paper Company 


*FOX » (PERCY iM: Chairman of the The Great Lakes 
Board Paper Company 

JEFFERY 7G. Executive Vice The Great Lakes 
President Paper Company 

*MAITER, IRWIN Chairman The Journal Company 

McDOWELL, C. BLAKE Director Knight-Ridder 

Newspapers, Inc. 

SME BCH ab. tae Barrister and 
SGM Gcicor 

RIDDER,, Bebe Vice-Chairman Knight-Ridder 

Newspapers, Inc. 

SEELEY, MURRAY D. Executive Vice The Great Lakes 
President Paper Company 

*SINCLAIR, IAN D. Chairman and Chief Canadian Pacific 
Executive Officer Limited 

STENASON, W.J. Executive Vice Canadian Pacific 
President Investments Limited 

STRONG, G. GORDON Chairman of the Thomson Newspapers, 
Board Inc. 

* - Members of the Executive Committee 


ee 


THE ALGOMA STEEL CORPORATION LIMITED 


*BARBER, JOHN B. 
*BARRINGTON, JOHN D. 
CAMPBELL, KEITH 
*DUNN, ROSS 
*HOLBROOK, D.S. 
BOYCE, DOUGLAS 
McLAUGHLIN, W. EARLE 
McMURRAY, MACKENZIE 
*MEIGHEN, M.C.G. 
NEPVEU, PAUL A. 
RATHGEB, CHARLES I. 
SAVOIE, LEONARD N. 


*STENASON, W.J. 


*WAGNER, DR. G. 


Honorary Directors 
CRERAR, HON. T.A. 
McMILLAN, E.G. 


{As of Dec. 


BOARD OF DIRECTORS 


Slee oy Ay 


Vice Chairman and 
Senior Vice President 


Mining Consultant and 
Company Director 


Vice President 

Partner 

Chairman and President 
Senior Vice President 
Chairman and President 
Chairman 

Chairman 


Vice’ President °- 
Finance and Accounting 


Chairman and Chief 
Executive Officer 


President and Chiet 
Executive Officer 


Executive Vice 
President 


North American 
Representative 


Retired Senator 


Partner 


* -— Members of Executive Committee 


The Algoma Steel 
COnporabLlonm, binmited 


Canadian Pacific 
Limited 


Law, frm ob McMillan, 
Binch 


The Algoma Steel 
Corporation, Limited 


The Algoma Steel 
Corporation, Limited 


The Royal Bank of 
Canada 


Dominion Bridge 
Company, Limited 


Canadian General 
Investments Limited 


Canadian Pacific 
Limited 


Comstock International 
Ltd. 


Algoma Central 
Railway 


Canadian Pacific 
Investments Limited 


Mannesmann A.G. 


Law firm of McMillan, 
Binch 


STENASON, W.J. 


NEPVEU; PAULA] 


HUNKIN, ReGs 


SLATER, HeA 


Usa RNs ae Ue testl ks 


JOPLIN, AE. 


BISTRISKY 7 eileor 


CANPAC LEASING LIMITED 


BOARD OF DIRECTORS 


Executive Vice 
President 


Vice President = 
Finance 


President 


Director - Corporate 
Financing 


Vice President - 
Transport and 
Telecommunications 


Vice President - 
Operations and 
Maintenance 


ASSiStant, General 
Solrvcitor 


Canadian Pacific 
Investments Limited 


Canadian Pacific 
bite cea 


CanPac Leasing 
Limited 


Canadian Pacific 
Limited 


Canadian Pacific 


Limited 


Canadian Pacific 
Limited 


Canadian Pacific 
Limited 
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